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Abstract
German municipal electricity utilities (MEU) have in recent years seized the 
chance to access the broadband services market through different kinds of 
cooperation models in order to try to open up new business opportunities and 
thus offset profit reductions in their native markets. As these companies did not 
enter this new market afresh, but brought existing organisations, processes and 
business networks affected by their “native market conditions” with them, they 
have been confronted with major challenges regarding a structured 
transformation approach.
This paper examines these organisations’ efforts to transition to the new market 
environment of broadband services by developing a holistic business model 
framework that can be used as a corresponding transformation tool. The lack of 
such frameworks in the literature makes this research project especially 
relevant both for academics and practitioners.
Framed in a constructivist research paradigm and guided by Grounded Theory 
as research strategy, this qualitative research project rested on two thematic 
pillars: business network and business model theory. The overall analysis was 
supported by an extensive collection of data in the empirical phase which 
comprised 25 in-depth interviews, covering two case studies from the German 
broadband services industry.
The empirical data analysis revealed that the value creation structure relevant 
for MEUs on the German broadband service market differs quite drastically from
those of established incumbent broadband service providers. The structure 
relevant for such MEUs is based on a complex set-up within which both 
elements of value chain and value network approaches coexist. With regard to 
that structure both cultural and organisational aspects risk stifling innovation 
and limiting differentiation potential, with direct effects on the competitiveness of 
the MEU’s overall value creation system.
Additionally, different synergy expectations for positive market entry decisions in 
most cases cannot be realised in operational reality. These synergy 
expectations often go along with strategic decisions that are framed by the 
dynamics of the native energy supply market rather than those of the 
broadband services market being targeted.
On basis of these empirical research findings, a new and improved business 
model framework - the BSM business model framework - was developed. This 
framework not only accommodates the need of considering both value chain 
and value network specifics, but also the impact of the broadband services 
market’s external environment on value creation. For companies that have only 
recently entered, or plan to enter, the broadband services market, the BSM 
business model framework deliberately reflects the perspective of these new 
market entrants.
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1 Introduction
1.1 Research Focus: Questions and Objectives
This research project focuses on the German telecommunications market 
where, as Gillet, Lehr and Osorio (2006) have observed for the US market, 
municipal electric utilities (MEU) in particular have in recent years increasingly 
expanded their business activities into the field of broadband services (with 
differing success). Among other aspects, this can be seen as a result of the fact 
that different industry and market movements in both the telecommunications 
and energy supply industries have fostered to consider a new market entry as 
being a unique opportunity for companies previously not active in that 
broadband service market. For these companies especially, the question arises 
as to whether and how a successful market entry can be tackled from both a 
strategic and operational management perspective. This consideration is of 
even greater importance when bearing in mind that the business activities 
required from these organisations in this new line of business may differ quite 
drastically from those on their home turf.
The overall goal of this study is to arrive at a business model framework that 
can be applied to broadband service markets and enable the analysis and 
recommendation of value creation structures in joint enterprise ecosystems. In 
particular, the study will examine MEUs in the German broadband services 
market and describe the key characteristics of their operations in it. These 
objectives are reflected in the following two research questions predicated on 
two domains:
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Which key characteristics shape the manner in which municipal electric 
utilities (MEUs) generate and provide broadband services in the German 
broadband services market?
What business model framework structure sufficiently and holistically 
considers relevant business phenomena and economic connections in 
the broadband services market?
These research questions presuppose a holistic analysis of the strategies, 
cultures, processes and organisations of relevant market players. The following 
six research objectives are meant to help find specific answers to the initial 
research questions:
1. Explore general business model designs and determine the key 
components of a business model framework.
2. Analyse cooperation models between companies in business network 
settings and identify their influence on business model frameworks.
3. Identify and determine the key characteristics of the German broadband 
services market.
4. Identify and determine the key characteristics of MEU business models in 
the German broadband services market.
5. Identify to what extent existing business model frameworks can be 
applied to broadband services markets.
6. Develop a business model framework tailored to the broadband services 
market by adapting and amending existing frameworks.
1.2 Research Context: Lateral Market Entry to the Broadband Service 
Market
1.2.1 Market developments in the German telecommunications industry
In the German telecommunications market with regard to standard telephony 
services, the market penetration of mobile communications in Germany has 
reached a level suggesting that a considerable slowdown of new mobile phone 
subscription contracts is to be expected until 2014. Pyramid Research (2010) 
confirmed these saturation trends and prognosticated that the number of mobile 
subscription contracts in Germany would amount to around 130 million by the 
end of 2014. Meanwhile, the market for fixed line telephony services is falling. 
Studies by the German regulatory authority Bundesnetzagentur from 2011 
onward show that the overall number of fixed line connections for telephony 
services dropped from 39 million in 2005 to 38 million in 2011.
Within this overall drop, the number of classic fixed line connections provided by 
established telecommunications service providers fell drastically from 39 million 
in 2005 to only 28.7 million in 2011. This significant fall is due in part to 
switching former fixed line customers to the more cheaply produced “Voice over 
IP” technology, and in part to the growing number of telephone connections 
provided by cable network operators. The number of telephone service 
contracts signed with all cable network operators increased from only 100,000 
in 2006 to more than 5.7 million in 2011 (Bundesnetzagentur, 2011). A future 
recovery of considerably weak present revenues from fixed line telephony 
services is therefore not to be expected, given the multiplicity of substitutionary
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services provided on that market (both fixed and mobile). Instead, a 
corresponding price stagnation can be assumed.
Access connections to telephony services 2005-2011
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45
38.8 38.6 38.538.4 38.2 38.0
39.0 38.4
37.035
34.4
32.330
30.4
28.7
25
20
5.74.92.5
1.5
3.9
0.8
0.8
0.1
0.3 3.60.1 2.3
2005 2006 2007 2010
IB Fixed line (analog/ISDN) VoIP over unbundled DSLTotal Cable TV network
' Updated values
Figure 1 -  Development of Fixed Line Connections for Telephony Services in Germany (Bundesnetzagentur, 2011)
In contrast, the area of internet connectivity has a growing number of internet 
users contributing to the mounting demands on broadband access connections 
as outlined above. The term broadband access here refers to a high-speed 
Internet access that is always on and faster than the traditional dial-up access. 
In Germany a broadband access connection is defined as having a download 
speed of a minimum of 2 Mbit/s according to the Bundesministerium für 
Wirtschaft und Technologie (2009). The ITU estimates the number of internet 
users in Germany to have risen from about 53 million in 2005 to around 70
million in 2011. Extrapolating from these figures, one can assume that almost 
every German citizen will be using the internet on a regular basis in 2014. Of 
the 70 million internet users in 2011, 37.6% were already making use of 
broadband access connections, according to the ITU (2011). This percentage is 
forecasted to increase to around 54% in 2014. In contrast to fixed line telephony 
services, both the share of internet users and the demand for broadband 
network connections can be expected to continue rising.
When it comes to the access connection requirements of broadband networks, 
it must be noted that the specific demand for data rate capacities varies in 
relation to the user segment (consumer or business customers) and the 
applications used (see figure 2). Still, peak demand already far exceeds the 
connection rates available area-wide in Germany today, and not only with 
regard to expected user applications distributed in the future only. This shortfall 
in broadband penetration is even reflected in the German government’s 
broadband strategy, with its stated objective of attaining initial broadband 
connection speeds of 50 Mbit/s for 75 % of households by 2014. For theses 
speed targets the term next generation access (NGA) for very high speed 
broadband connections is used.
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Figure 2 -  Bandwidth demand of consumer and business applications (Deutsche Telekom AG, 2010)
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How strongly and quickly the number and speed of broadband connections will 
eventually increase is hard to predict with any measure of accuracy, given that 
the growth of broadband demand is always linked to the parallel availability of 
relevant applications. In any case, it seems clear that at least in the mid- and 
long-term, an adequate capacity of broadband access connections will be 
essential -  one that will lie well beyond the currently available connection rates 
in Germany. Choudri and Middleton (2014) not least therefore also consider 
broadband as a “transforming power that affects societies, organizations and 
countries alike”. The German broadband services market must consequently be 
considered as a growth market overall.
1.2.2 Established market players in the German telecommunications 
industry
After the telecommunications and signal-service divisions of the formerly state- 
owned postal service Deutsche Bundespost was privatised in 1995 and 
integrated into newly founded Deutsche Telekom AG, the German 
telecommunications market was deregulated on 1st of January 1998. Alternative 
network operators and service providers were thus allowed to market and offer 
their services to customers in the German telecommunications market for the 
first time. Most of these alternative operators depended, and still depend, on the 
existing infrastructure of the former monopolist Deutsche Telekom AG (the “last 
mile” in the access network). The so called “last mile” is defined as the 
telephone line from the last distribution hub in the street towards the network 
termination point in the house of each single customer. The corresponding 
access and provision regulations involved are overseen by the
Bundesnetzagentur, Germany’s telecommunications regulatory authority 
(Dewenter and Haucap, 2004).
By the end of 2009, Germany counted more than 2,700 companies offering 
services on the now deregulated telecommunications market (Economist 
Intelligence Unit, 2010). Today, Deutsche Telekom, Vodafone and Telefonica 
02 are the three telecommunications service providers operating nationwide 
and providing both fixed line and mobile services. Other service providers 
operate in specific regions of Germany only and mostly focus on either fixed line 
or mobile services.
The picture of the German telecommunications market is completed by the 
activities of the cable network operators. The cable operators only provide fixed 
line connections based on existing infrastructure, but using a different 
transmission technology than that of the telecommunication service providers. 
Apart from some small regional cable network operators, the main players are 
the two national operators Unity Media and Kabel Deutschland. Cable network 
penetration is high in Germany, but still below its current technical potential.
One reason for this is the asynchronous upgrade of cable network 
infrastructures required to meet broadband network standards (Kolling, 2005). 
Moreover, investments are made difficult by the complex owner structures of 
the cable network operators. Cable network operators have nonetheless 
recently invested strongly into their cable network infrastructures, with 
corresponding above-average increases in subscriptions.
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Overall, the deregulation of the German telecommunications market can be 
viewed as an initial success -  at least from the perspective of an open, 
competitive market. Imbalances have nonetheless emerged, especially with 
regard to the build-up and distribution of new telecommunication technologies 
(e.g. broadband access technologies). Given that network extensions are purely 
driven by market factors, build-up activities usually only focus on project areas 
and regions that are profitable for private sector firms. In Germany, this has 
resulted in considerable differences in the availability and quality of broadband 
services, especially between urban and rural areas (Bisky and Scheele, 2007).
These investment decisions and the profitability of infrastructure projects 
obviously rest on the prospective revenue streams linked to attainable market 
prices. In fact, prices for broadband network connections have declined 
considerably from deregulation until today. Prices have fallen from approx. EUR 
25 (including VAT) per month for a 2 Mbit/s household flat rate broadband 
network connection in 2006 to approx. EUR 20 per month (including VAT) for 16 
Mbit/s (download speed, adjusted for the fixed line telephony share in a flat rate 
tariff) today. This mostly has been due to increased competition, technological 
developments and economies of scale. This price decline is unlikely to be 
reversed for the time being, given that the industry has for competitive reasons 
so far tended to increase connection speeds while keeping price levels stable at 
best. As a consequence, telecommunication operators in parallel in any case 
depend on additionally leasing out dark fibre and bitstream products to other 
telecommunication operators on a wholesale basis. A dark fibre product is the 
licence to exclusively use one single fibre optic connection from point A to point
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B for a (usually monthly) rental fee. A bitstream product allows one 
telecommunication operator to deliver an Internet Protocol data stream to a 
specified point A in the network of another other telecommunication operator 
that will then transport this stream to an agreed point B in the network.
Considering the current market developments and challenges, it appears 
obvious that the German government’s objective for 75% of German 
households to have speeds of at least 50 Mbit/s by 2014 is unattainable, 
especially as the current stage of network deployment is well behind the 75% 
penetration claimed. This is mainly due to the high deployment costs associated 
with either the upgrade of existing DSL technologies to the more powerful VDSL 
technology, or the build-up of fibre to the home (FTTH) networks. These costs 
are almost too high for the telecommunications industry to bear on its own 
(Doose, Elixman and Jay, 2009). Market price developments have furthermore 
made it difficult to reach adequate revenue streams for payback. Consequently, 
not only more cost-efficient deployment methods but also new cooperative 
business model approaches are being examined. The fundamental idea behind 
these approaches almost always consists in finding ways of spreading the 
necessary network investments across more than one deployment project.
1.2.3 MEUs entering the telecommunications industry
In parallel to those developments within the telecommunications industry, the
energy supply industry -  especially in view of its rather monopolistic, or at least
oligopolistic, past structures -  has appeared far more stable with regard to
profits. But the renewable energy regulations that became binding for all energy
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supply companies in Germany in 2000 and have become stricter in the following 
years, have presented them with almost insurmountable challenges. Returns on 
conventional energy production are shrinking due to increasing environmental 
protection costs and steadily falling profits from energy prices set by the 
regulation authorities (Schillig, 2013). Energy suppliers are also forced to 
manage the short-term transition to energy production based on renewable 
energies, in spite of lower supply security and higher production costs.
The setup of intelligent energy networks to efficiently manage an energy supply 
based on a greater share of renewable energy sources has thus become a key 
aspect for energy supply companies today. The components of these so-called 
Smart Grids are connected through a communications network in order to 
ensure the optimal operation of energy networks (Farhangi, 2010). This results 
not only in potential synergies and new cooperation opportunities between 
telecommunications service providers and energy supply companies, but also in 
the diversification of energy supply companies into adjacent activities. 
Telecommunications can even serve as a balancing strategy to secure financial 
stability in the fluctuating business environment of the core energy supply 
industry.
Correspondingly, German municipal electricity utilities (MEU) in particular have 
in recent years seized the chance to enter the broadband services market 
through different cooperation models (Wübbels, 2009). For those MEUs, the 
attraction of expanding into telecommunications was fuelled by their almost 
natural geographical proximity to customers by virtue of their energy business.
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Moreover, profit optimisations seemed possible in light of potential synergies 
and the subsequent competitive advantages over established 
telecommunications service providers.
1.2.4 Research Motivation
This thesis seeks to broaden the understanding of existing and newly 
developing business models and cooperation approaches in the broadband 
network services market. The role and impact of municipal electricity utilities as 
“lateral entrant” will be of special interest. This thesis hopes that its findings will 
contribute towards an evolution of relevant business model theory so that the 
specific characteristics of this industry constellation can be better reflected in 
corresponding business model frameworks and approaches.
The motivation therefore is to develop a holistic business model framework to 
support organisations in their efforts to be sustainably successful within the new 
market environment of broadband services.
This appears especially relevant due the fact that studies in this context have so 
far mainly focused on single, isolated analysis aspects only. The development 
of this business model framework should among other things conclude whether 
a vertically integrated business model is in practice favourable to an ecosystem 
model such as Cusumano’s (2010a) industry platform approach. Cross- 
organisational cooperation in the broadband services industry thus requires 
taking a closer look at business model theories based on business network 
setups. Although the academic literature has already covered both aspects 
(paying more attention to business networks than business models), it has so
far mostly examined the business activities of single organisations (Teece,
2010). Still, what is needed, especially when considering that different 
companies may operate in a business network to create one joint value 
proposition (be it a product or a service), is an analysis of potential multi­
company business models. This study will thus rest on two thematic pillars, both 
of which are reflected in the literature review and data analysis: cooperation 
models between companies (business networks) and business models.
1.3 Research Structure: Procedure
As outlined in the previous sections, this research project is based on two 
thematic pillars, namely, business networks and business models. Two 
operation models for the provision of broadband services therefore need to be 
distinguished as a starting point:
• Several companies working in a sequential chain (in a subcontractor 
manner) to generate and deliver broadband services.
• Several companies working together in an integrated (parallel) manner to 
generate and deliver a joint value proposition to end customers.
The first operation model represents more of a traditional approach in which the 
value proposition to the end customer is determined and provided by a single 
company covering the upmost part of the value chain and owning the direct 
customer relationship. The logic behind this model is that a different company 
occupies each position in a comprehensive value chain structure, whereby each 
company provides a production input upstream to the company on the next
12
value chain level (Peppard, Rylander, 2006). By adding value step by step, the 
end product is created within the value chain and offered to the customer by the 
customer-facing company at the upmost value chain level. The customer-facing 
company also defines the product requirements on the basis of its market 
access. An example of this process can be seen in the production of cars, 
where a single car manufacturer (owning the brand) assembles its cars by 
making use of different sub-contractor levels. The end customer usually 
associates the end product with the car manufacturer rather than the different 
sub-contractors contributing different production parts. The analysis of this 
operation model assumes that single-company business models already 
covered by the academic literature are viable.
In contrast, the second operation model can be viewed as a value constellation 
rather than a value chain in which the roles and relationships of the single 
companies are reconfigured correspondingly (Vanhaverbeke and Cloodt, 2006). 
Here, more than one company determines and delivers a value proposition to 
the end customer, as a sustainable competitive advantage demands a high 
degree of service innovation that can only be generated by a far more 
integrated model of cooperation and value creation. Companies in upstream 
levels of the value chain therefore do not simply act as subcontractors for the 
next value chain level, but are directly integrated into the value creation 
process. This means that single-company business models will not serve to 
explain and analyse both strategic and operational aspects.
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During the course of this study, the six different research objectives will be 
addressed methodically at different stages of the research project. Table 1 
below gives an overview on how the research focus will be tackled in each 
research stage:
Research Objective Research Objective addressed by Comment
Explore general business 
model designs and 
determine key components 
of a business model 
framework.
Literature Review
An extensive literature 
review on business model 
theory is performed.
Analyse cooperation 
models between 
companies in business 
network settings and 
identify their influence on 
business model 
frameworks.
Literature Review
An extensive literature 
review on business 
networks and value creation 
structures is performed.
Identify and determine key 
characteristics of the 
German broadband service 
market.
Data Collection and 
Analysis
25 in-depth interviews are 
performed and evaluated.
Identify and determine key 
characteristics of MEU 
business models on the 
German broadband service 
market.
Data Collection and 
Analysis
25 in-depth interviews are 
performed and evaluated.
Identify to what extent 
existing business model 
frameworks are sufficient 
to be applied to broadband 
service markets.
Data Collection and 
Analysis in combination 
with Literature Review
25 in-depth interviews are 
performed and evaluated.
Develop a business model 
framework for the 
broadband service market 
by adapting and amending 
existing business model 
frameworks to match the 
specifics of the broadband 
service market.
Conclusion Part
Results from interview 
evaluations are referred 
back to findings from 
literature review.
Table 1 -  Research objectives mapped against research structure
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The thesis is structured as follows:
Chapter Two will conduct an extensive literature review elaborating on relevant 
aspects in business model theory. It will then conclude with an elaboration of 
value networks, stakeholder theory and institutional theory.
Chapter Three on methodology will link the literature review and practical 
analysis sections of this thesis by presenting the research design and data 
collection procedures, and will justify the selected case study approach.
Chapters Four and Five on analysis will present the extensive data collection 
findings, comprising two case studies with 25 in-depth interviews from the 
German broadband services industry. The data collected will be presented in 
six key themes determined during the course of the data analysis process.
Chapter Six represents a reflective and developmental assessment of the 
research proceeding showing how the understanding of the research problem 
evolved in the course of this project.
Chapter Seven will elaborate and summarise the conclusions derived from the 
overall findings outlined in the preceding chapter. Key initial aspects of the 
German broadband market from the point of view of municipal electricity utilities 
will be presented. These aspects will form the basis for the subsequent 
development of a new and improved business model framework for the German 
broadband services market.
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2 Literature Review
2.1 Introduction
In order to build a decent theoretical basis for the subsequent analysis of the 
issues presented in the introductory chapter, the following sections will primarily 
explore relevant theories from the fields of strategic management, value 
network theory, stakeholder theory and institutional theory.
This will begin with an outline on the relevance of broadband networks in 
Section 2.2 and an overview of current business model theories and their 
limitations in Section 2.3 (especially with regard to their application in the 
context of the broadband services market). A general list of the core 
components of a business model will be compiled and their relevance critically 
reflected upon in more depth.
Section 2.4 will examine value networks and determine their characteristics. 
These characteristics will then be matched against the core components of 
business models identified in the preceding section.
Sections 2.5 and 2.6 will introduce and discuss both stakeholder and 
institutional theory which will play a key role in the later presentation of the 
analysis results.
Section 2.7 will conclude with a summary on the relevance that the single fields 
of theory elaborated before show with regard to the analysis of business 
engagements of municipal electricity utilities on the broadband service market.
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2.2 Broadband Networks as Foundation of the Digital Economy
Internet Protocol (IP) Technology, based on its ability to merge voice, video and 
data services, not only joined two formerly separate industry sectors, namely, 
Information Technology (IT) and Telecommunications, but also created a new 
promising market for internet-based services and applications (Tuten, 2008). 
That market according to Tapscott (2008), is characterised chiefly by online 
mass collaboration, social networking and the fact that users (and thereby 
customers) are no longer passive consumers of information. Rather, they are 
active participants in the development and distribution of products and services. 
Cerra and James (2011) use the term “prosumers” to describe how the 
participants in this new market are both producers and consumers of their 
online environment and the services they use.
The demands on today’s telecommunication networks have thus changed and 
grown considerably. The telephony service, with its comparably low demand on 
data signalling rates, no longer determines capacity requirements for 
telecommunication networks. In fact, internet data and video service traffic 
currently represent the key drivers for the necessary upgrades and extensions 
of telecommunication networks with regard to data transmission capacity (Ayre 
et al., 2010). This is why so-called ‘next generation’ (very high speed) 
broadband networks are not only of increasing relevance but also widely 
considered to be the foundation of the digital economy (Middleton, 2010).
There is broad consensus within the academic literature that broadband 
networks will be required to cope with increasing network demands in the 
coming years (Tahon et al., 2013). It is generally agreed that widespread
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access to next generation broadband services should eventually lead to 
economic growth and societal balance within a national economy (e.g. Grant 
and Middleton, 2012; Troulos and Maglaris, 2011; California Broadband Task 
Force, 2008; Jin, 2005; OECD, 2001). The aspiration of several economies 
worldwide to reach these goals is notably reflected in a variety of national 
engagements to foster the development of next generation access networks. 
These engagements are mostly linked to corresponding national broadband 
strategies with more or less detailed speed and coverage objectives (Ruble et 
al., 2011).
Yet although ubiquitous access to broadband networks is generally regarded as 
key to economic growth and prosperity (Choudri and Middleton, 2014), there 
are tremendous investment costs related to the setup of such networks. This is 
especially true for fixed line (wired) networks, which in their final expansion 
stage of fibre-to-the-home (FTTH) can be viewed as the “last mile technology of 
the future” (van Gorp and Middleton, 2010), but which also represent the most 
expensive means of connecting both residential and business customers to a 
broadband services network. This means that even though investor-owned 
telephone companies and cable television companies may still be the likely 
providers of wired broadband network access in most markets (Gillett, Lehr and 
Osorio, 2006), the high upfront investment costs for the deployment of 
broadband network infrastructures in many cases confront these potential 
investors with major challenges in terms of payback risks. This situation has 
been fostered not least by the established telecommunication service providers 
themselves, many of whom, in the face of increased competition in deregulated
markets, introduced flat rate retail pricing in which they are now trapped (Cerra 
and James, 2011). While pure network connectivity to communication networks 
has thus largely become a commodity in theory and in practice, consumers 
appear willing to pay a premium only for attractive services offered to them 
through these infrastructure platforms.
This development has led to the awkward situation in which basic infrastructure 
services on fixed line networks have become commodities, whereas software 
services relying on these stable infrastructures are able to achieve much better 
margins relative to the necessary investments (Green and Lancaster, 2007). A 
holdup of area-wide broadband network developments is therefore the frequent 
result, as the margins on broadband network connection fees often do not 
justify corresponding network extensions. This situation is even intensified by 
regulatory requirements in a majority of countries worldwide forcing 
telecommunication operators to guarantee net neutrality and thus blocking 
additional sources of revenue for them. Net neutrality (also network neutrality or 
Internet neutrality) is the principle that Internet service providers and 
governments should treat all data on the Internet equally, not discriminating or 
charging differentially by user, content, site, platform, application, type of 
attached equipment, and modes of communication (Wu, 2003). The overall 
structural change flowing from the convergence of the IT and 
telecommunications industries thus requires established market players from 
the telecommunications industry in particular to rethink and adapt their overall 
business strategies and organisations.
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Recent academic work has addressed this topic and analysed relevant aspects 
from different but isolated perspectives. What unites most of these analyses is 
their attempt to understand how the development of broadband network 
infrastructure is influenced and can be fostered under the circumstances 
outlined above. For example, Ruble et al. (2011) examine policy initiatives and 
the influence of public interventions, Briglauer and Vogelsang (2011) focus on 
regulatory aspects by developing a detailed regulation approach for fixed 
networks, and van Gorp and Middleton (2006) analyse the role of internet 
service providers (ISPs) in the context of the evolution of broadband network 
services. From a more technical angle, Tahon et al. (2013) develop a roll-out 
model allowing for considerable cost benefits when fibre optical networks are 
deployed jointly with utility networks. Elsewhere, Given (2010) and Troulos and 
Maglaris (2011) perform analyses of different partnership models between 
public and private entities that are closely linked to the discussions by Sadowski 
and Nucciarelli (2008) and Grove and Baumann (2012) of the challenges 
related to the application of different business models to broadband network 
services.
Another major aspect under consideration is customer demand and its 
stimulation. Here, Middleton (2002) and Grant and Middleton (2012), among 
others, explored the difficulties of getting to an appropriate consumer adoption 
of broadband technology. Their findings confirm that the diffusion of broadband 
technologies does not automatically go along with corresponding customer 
adoption. In that context Choudri, Vyas, Voris and Tsitsianis (2013) in a study 
on the use and diffusion of online social networks in the UK found that Internet
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speed not automatically can be associated with adoption. Rather, the provision 
and penetration of novel technologies should be linked to considerations such 
as the age, gender, Internet usage history and usage frequencies of potential 
adopters. Like Yoo (2010) concluded for IS systems, these findings appear to 
suggest that there is a need to extend the domain of interest with regard to 
customer adoption to a much wider field of everyday life experiences. Dobson, 
Jackson and Gengatharen (2013, p. 988) correspondingly argue that “we 
cannot understand broadband adoption and use without understanding the 
social, everyday context within which it operates”. In their study - based on a 
typology of Archer (2012) - they thus differentiate different modes of reflexivity 
of broadband users and develop the consideration that depending on the 
individual model of reflexivity it is determined how these individuals uniquely 
engage with broadband technologies as they evaluate their potential in the light 
of their concerns and personal planning. As a consequence “the efforts to 
promote broadband must become far more nuanced and targeted than 
currently, needing to specifically address agents’ reflexivity and the actual 
contexts and life concerns of those involved” (Dobson, Jackson, Gengatharen, 
2013, p. 987).
Taken together, the major shortfall of all these rather isolated and specific 
analysis approaches on how broadband deployments can become successful 
and sustainable lies in the fact that finally they do not result in a holistic model 
for market participants guiding how to tackle market challenges overall. In that 
respect therefore the general concept of a business model is considered as 
being an appropriate starting point to address exactly these aspects.
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2.3 Business Models
Teece (2010) states that business models comprehensively determine how a 
business can create and deliver overall value to customers. A business model 
thus seems a suitable means of supporting the process of analysing and 
understanding the mechanisms, structures and complexities of the broadband 
services market. Given that so far there has been, as Zott, Amit and Massa 
(2011) term it, a lack of “definitional clarity” regarding the concept of business 
models, the following sections will put forward a general notion of business 
models and their development and application, before applying it in the context 
of the broadband services market.
2.3.1 Management Strategy as Nucleus for Business Model Theory
In order to build a basic understanding of business model theory, the main 
driver for any business activity independent of markets, industries or 
organisations must first be clarified. Assuming that the management of an 
organisation is thought to be successful if it ensures the organisation’s survival 
in the short-term and its prosperity in the long-term (Rumelt, Schendel and 
Teece, 1994), one may consider the pursuit of these goals as the main driver 
for any business action. Since organisations operate in certain competitive 
environments, they need corresponding sustainable competitive advantages 
that contribute to these success factors (Oliver, 1997). Kay (1993) in this 
respect argues that corporate success derives from a competitive advantage 
which may vary from one market or industry to another and which is subject to 
certain strategic choices. Strategy may therefore be broadly defined as the 
framework of activities that an organisation follows in order to pursue its long­
term objectives.
An appropriate management strategy is thus the central aspect for 
organisational success, and will serve as the basis of forming a better 
understanding of today’s broadband services industry. There have been very 
different theoretical approaches towards management strategy over the last 
decades, each of them affected by different circumstances in the contemporary 
business and industry environments and by management trends. During the last 
decade, the concept of business modelling as a means of mediating between 
technology development and economic value creation (Chesbrough and 
Rosenbloom, 2002) has become increasingly popular within management 
strategy. Casadesus-Masanell and Ricart (2010) nevertheless assert that “while 
it has become uncontroversial to argue that managers must have a good 
understanding of how business models work if their organisations are to thrive, 
the academic community has only offered early insights on the issue to date, 
and there is (as yet) no agreement as to the distinctive features of superior 
business models”. A concise outline of the evolution of management strategy 
may thus help to clarify the notion of business modelling.
Management strategy during the 1960s and 1970s was very much influenced 
by the idea of organisational planning. Management in both practical and 
theoretical respects was seen as a planning process during which different 
organisational resources had to be allocated to certain organizational tasks. 
Chandler (1962) consequently defined strategy as “the determination of the 
basic long-term goals and objectives of an enterprise, and the adoption of 
courses of action and the allocation of resources necessary for those goals”. In 
his work on the relationship between an organisation’s strategy and its
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organisational form, Chandler sought to determine how different organisational 
structures were impacted by corresponding strategic choices. This quite static 
view on management and strategy paid scant attention to entrepreneurship and 
innovation; the dominant task during that period was “managing the existing 
rather than innovating the new and different” (Drucker, 2005). Strategic time 
frames, based on fairly stable business environments, were correspondingly 
long. Although Penrose’s view of a firm as a bundle of resources was to 
become much more important in dynamic business environments in ensuing 
decades (more on this later), her framework for explaining strategic outcome as 
a result of interactions between distinct organisational core components 
(Penrose, 1959/2011) still backed the idea that “structure follows strategy” 
(Chandler, 1962).
This initial period of management theory to a considerable degree neglected 
turbulences in the environments of organisations and markets. Strategy was 
thus understood to be deliberate and rational. But when markets and industries 
started to become more dynamic in the 1980s, management theories on 
strategy also moved away from internal planning and towards more evolutionary 
approaches. In this view, markets not managers forced strategic choices. This 
realignment was best captured by Michael Porter’s (1985) generic strategies of 
cost leadership, differentiation and focus, based upon a detailed understanding 
of market realities. Considering that according to the market positioning view of 
Porter (1998) market dynamics of course impact strategic choices, Strategy 
became seen as a continuum with deliberate strategy at one pole and emergent 
strategy at the other (Mintzberg and Waters, 1985). The focus of strategic
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theory thus shifted to aspects of market analysis incorporated with structured 
industry analysis, such as Porter’s (1980) framework of “five forces of 
competition”.
The market-positioning view of strategy represented by theorists such as Porter 
basically made market specifics subject to strategic choices and actions. Even 
though it was an initial step on the road to understanding environmental 
dynamics, this approach to management strategy is limited in its implicit 
assumption that strategic outcomes are not influenced by a wider context 
beyond market specifics. This wider context includes aspects such as society, 
geography, culture and politics. The market-positioning view therefore ignores 
the possibility that organizational results may vary from one organization to 
another, even when the same strategic decisions are taken in identical market 
conditions. This is due to the fact that strategic outcomes are not only market- 
specific but also context-specific.
As a result, in the 1990s management thinking returned to Penrose’s idea that 
an organisation is made up of a bundle of resources (Penrose, 1959/2011). 
Strategy, and the specific and unique composition of resources within an 
organisation, became contingent on the wider organizational context. Defining 
resources as the source of distinct strategic capabilities, Prahalad and Hamel 
(1990) described them as the core competences that explained differences in 
organisational success.
The historical development of management strategy theories points to an 
evolution from rational planning to more emergent approaches. This evolution
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eventually incorporated a more comprehensive inclusion of environmental 
dynamics into management theory. However, there is still much debate 
between the supporters of the resourced-based and market-positioning views.
Market-positioners such as Porter (1998) argue that strategy is concerned with 
how organisations position themselves in markets and industries. For them, the 
resource-based approach is a matter of operational efficiency, which in the 
long-term cannot lead to organisational prosperity. Porter (1998) accordingly 
insists that operational effectiveness not be confused with strategy, frequently 
ascribing the causes of what he calls destructive competition to the failure to 
distinguish between the two. Although operational improvements in companies 
are often dramatic, they do not automatically lead to sustainable profitability. For 
this reason, Porter (1998) stresses that delivering a unique mix of value by 
deliberately choosing a different set of activities is the only path to a sustainable 
business advantage. In other words, to him, competitive strategy is about being 
different.
Proponents of the resource-based view for their part argue that distinctive 
capabilities, rather than market-positioning, explain the differing organisational 
success of firms within an industry (Kay, 1993). As such, the resource-based 
perspective is not about reviewing the attractiveness of markets and industries, 
but rather about what individual organisations can do to shape their resources 
and capabilities so as to improve organisational success.
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The complexity of today’s markets and industries (in particular the broadband 
services market) may render the debate between the two main approaches of 
the 1980s and 1990s towards management strategy somewhat redundant. 
Perhaps it makes more sense to view the resource-based approach as 
complementing the industry structure approach, with the latter helping 
organisations to understand which industries and markets are attractive enough 
to engage in, and the former providing insights as to which unique capabilities 
could lead to a competitive advantage within an industry.
This procedure is a first step towards an integrative strategy model and was first 
developed by Grant (1998). Grant combines capturing key industry success 
factors with analysing organisation-specific resources and capabilities stemming 
from them. By doing so, his model is able to cope with a much higher 
complexity of context-specific aspects than either strategy approach could on its 
own (whether resource-based or market-positioning). His model can thus be 
seen as a bridge between singular management strategy theories and more 
comprehensive business model theories.
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Figure 3 -  Grant’s Strategy Model (1998)
Though researchers have so far paid little attention to business model theory 
(Morris et al., 2005), Grant’s strategy model can be seen as a first step towards 
a more holistic strategy approach that encompasses and goes beyond market- 
positioning and resource-based development.
Writing earlier than Grant, but in the same vein, Slywotsky (1996) refers to a 
need for decision elements that cover “the totality of how a company selects its 
customers, defines and differentiates its offerings, defines the tasks it will 
perform itself and those it will outsource, configures its resources, goes to 
market, creates utility for customers and captures profits”. This paper adopts 
Morris et al.’s (2005) definition of a business model as being “a concise 
representation of how an interrelated set of decision variables in the areas of
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venture strategy, architecture and economics are addressed to create 
sustainable competitive advantage in defined markets”. A decent business 
model should thus be able to provide answers to questions on three distinct 
levels:
• The overall direction of an organisation’s market positioning (strategy 
level).
• The organisation’s structure to provide its value proposition (architectural 
level).
• The means by which profit is generated (economic model).
The concept of a business model is therefore more generic than that of a 
business strategy. Unfortunately, a detailed analysis of the former still lacks a 
theoretical grounding in business studies (Teece, 2010). As a consequence, 
there is no all-embracing landscape of business model theories, even though 
some essential frameworks have emerged over the recent years. The next 
section will examine and discuss business model concepts developed for 
internet markets, in which broadband services as enabler technology can be 
included.
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2.3.2 Relevant Internet Business Model Concepts
Recent business model approaches have been more industry-specific than 
generic in nature. This contextual method contributes to a better judgment of 
parameters in a particular situation and helps to decide what kind of actions 
contribute to organisational success in that setting (Nohria and Berkley, 1994).
Regarding business models for the internet market, Wirtz (2001) looks into what 
he calls “Electronic Business” and analyses the structures and developments 
related to it. His in-depth analysis leads him to form a typology of internet 
business models characterising the internet market into four business model 
orientations derived from the main sources of value generation:
• Models that concentrate on providing network infrastructure services 
(Connection orientation).
• Models that focus on structuring information already existing on the 
internet (Context orientation).
• Models that are based upon online media and that depend on payment 
and delivery aspects (Commerce orientation).
• Models that are used by firms to collect and distribute online content 
(Content Orientation).
Although this “4C” typology helps to cluster different business activities in the 
internet market, and as such may be considered a static framework in 
accordance with Demil and Lecocq’s (2010) definition, to some extent it ignores 
the potential impact of changes in the business environment (market dynamics) 
on each business model orientation. In a subsequent study, Wirtz, Schilke and
Ullrich (2010) extrapolated Wirtz’ initial standard typology and introduced four 
Web 2.0 characteristics to which changes and trends on the Web 2.0 market 
could be related:
• Social networking,
• Interaction orientation,
• User-added value,
• Customisation and personalisation.
On the basis of a representative study made up of interviews, Wirtz, Schilke and 
Ullrich then explored the relevance of the four Web 2.0 characteristics for each 
business model type in the AC typology (see figure 5). Arguing that most studies 
up until then had been rather abstract in their recommendations on matching 
industry-specific environmental developments to business models, they aimed 
“to illustrate how various dimensions of environmental change associated with 
the Web 2.0 have distinct implications for different types of business models, 
and how managers can go about adapting various aspects of their business 
models to match the new environmental conditions” (Wirtz, Schilke and Ullrich, 
2010).
Their efforts contributed to a far more comprehensive understanding of which 
key factors influence single generic internet business models. In spite of the 
Web 2.0 modifications, the AC business model typology still lacks depth in the 
architectural and economic levels, and therefore cannot be termed 
comprehensive.
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( [^ C o n te n t
Definition:
Firms collecting, selecting, compiling, 
distributing, and/or presenting online 
content
I Value proposition:
\ Providing convenient and user-friendly 
\ access to various types of content
) Revenues:
j  Mostly online advertising (but increa- 
1 singly subscription and pay-per-use)
C[<^ommerce^2%>
Definition:
Firm initiating, negotiating, and/or 
fulfilling online transactions
i Value proposition:
1 Providing a cost-efficient exchange 
\ place for buyers and sellers of goods 
) and services
I  Revenues:
j  Sales revenues, commissions
C ^ C o n te x t^ ]2 >
Definition:
Firms sorting and/or aggregating 
available online information
i Value proposition:
\  Providing structure and navigation for 
\  Internet users to reduce intransparency 
) and complexity 
/  Revenues:
j  Mostly online advertising
Definition:
firms providing physical and/or virtual 
network infrastructure
i Value proposition:
\  Providing the prerequisites for 
\  exchange of information over the 
j  Internet
/  Revenues:
I  Online advertising, s ubscription, time- 
1 based billing, volume-based billing
Figure 4 -  Wirtz, Schilke and Ullrich’s (2010) E-Business Typology Model
A new market segment closely related to the broadband services industry is that 
of Cloud Computing. According to research by Gartner, the percentage of CIOs 
interested in cloud computing grew from only 5% in 2009 to 37% in 2010 
(Harvard Business Review, 2010). While the global IT service industry 
undergoes a collective movement towards cloud computing, different market 
players shape the evolution of the industry by applying different business 
models. Su (2011) takes this situation as a starting point to analyse and 
conceptualise the strategic options taken in the IT services industry.
Su (2011) grouped the relevant industry participants into two categories: online
firms, such as Amazon and Google, and traditional IT service firms, such as HP
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and IBM. By analysing the market emergence of Cloud Computing, Su derived 
four strategies under an institutional theory approach (an institution here 
encompasses the shared rules and norms that represent and constrain social 
market behaviour):
• Market adaptation
Aim: conform to institutional forces in the market environment. Outcome: 
gain legitimacy within the existing institution.
• Market design
Aim: create new or revise existing institutional arrangements. Outcome: a 
re-designed institution in the form of different market boundaries and 
segments.
• Market diffusion
Aim: diffuse existing institutional arrangements among a broader 
community of market actors. Outcome: increased legitimacy for new 
institutional arrangements.
• Market co-construction
Aim: shape the emergence of an institution through the collective actions 
of various market actors.
This classification helps to identify which strategic decisions affect an individual 
organisation and/or inter-organisational aspects. It also helps to establish which 
strategic actions will lead either to conformity on the market in terms of services 
offered, or to the constructive and innovative creation of new value propositions. 
Su’s strategy framework is thus useful in its consideration of business network 
aspects reflecting strategic choices with potential inter-organisational effects.
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Furthermore, it helps to differentiate and assess strategic choices in terms of 
their effect on innovation. Yet, as with Wirtz’ typology model, Su’s cloud 
computing vendor strategy model falls short in that it only targets the strategic 
level of business model frameworks and neglects the architectural and 
economic levels.
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Figure 5 -  Vendor Strategy Portfolio by Su (2011)
Taking into account that broadband networks provide the necessary 
infrastructural conditions for communication services, they can be considered 
as one main contributor to the Web 2.0 market. Troulos, Merekoulias and 
Maglaris (2009) argue that the complexity of factors influencing the adoption of 
broadband -  especially in municipal networks -  suggests that there is no “one- 
strategy-fits-all" solution. They refer to and adapt Chlamtac et al.’s (2005) 
vertical integration model to analyse relevant business model alternatives for 
municipal broadband projects (see Figure 7).
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The vertical integration model in question separates the broadband services 
supply value chain into four distinct levels of value creation: the physical 
infrastructure, the access network, the services and content delivered over the 
broadband network, and the terminals required at the customer premises. This 
model thus adds to the specific aspects of the broadband services market 
mentioned in the introduction of this paper. Although Troulos, Merekoulias and 
Maglaris acknowledge the impact of environmental factors on business models 
and strategies in general, they do not follow-up on this important aspect but 
instead base their subsequent analysis on Chlamtac’s analysis concept of 
vertical integration.
Terminals Terminals Terminals
Services and 
Content
Services and 
Content
Services and 
Content
Access Access Access
Physical 
Infrastructure
Physical
Infrastructure
Physical
Infrastructure
Passive 
Infrastructure Model
Carrier’s Carrier 
Model
Single Provider 
Model
Figure 6 -Troulos et al.’s (2009) Model of Vertical Integration, adapted from 
Chlamtac (2005)
The difficulties in using this model for analysis purposes may lie in a missing 
link between an initial analysis of the environmental factors and conditions on 
the one hand, and the selection, or adaptation, of an analysis concept 
appropriate for business model analysis in such contexts on the other. The 
model established by Chlamtac et al. maps different value chain levels to one
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single market entity and so lays the basis for further business model analysis. 
This process enables the most suitable business model alternatives for any 
single entity to be derived. It nonetheless ignores that restricting analysis to a 
single organisational entity may not be appropriate in the light of environmental 
factors and developments.
Rapidly changing environments due to innovations in products and services 
reduce the traditional buffers between an organisation and its environment, 
leading to greater interdependence between the two (Kambil and Short, 1994). 
Moreover, since the dynamics of an industry dictate the rate of change in 
business models and strategy (Prahalad and Krishnan, 2008), in the rapidly 
changing competitive environment the broadband network industry currently 
finds itself in, business models and processes can no longer be considered as 
static. Though Troulos, Merekoulias and Maglaris (2009) are right to assert that 
there is no “one-strategy-fits-all” solution, given the dynamic environmental 
factors, their consecutive business model and strategy analysis still is based on 
an overall static approach.
The internet-specific business models covered so far do not appear capable of 
holistically factoring in all relevant business phenomena in the broadband 
services market. The next section will therefore discuss more generic business 
model theories and concepts independent of specific industries and markets. 
This is a necessary preliminary step in identifying general business model 
components so as to develop a business model framework tailored to the 
broadband services industry.
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2.3.3 Generic Business Model Theories and Concepts
A deeper exploration of business model theory may begin with Morris et al.’s 
(2005) elaborations on theory development in entrepreneurship, in which they 
try to embrace the complexity of the strategic aspects leading to organisational 
success. Morris et al. develop a standard framework for the characterization of 
business models built upon six basic components representing areas of 
competitive distinction. These components reflect the three distinct business 
model levels (strategic, architectural and economic) mentioned earlier:
• Factors related to offering
• Market factors
• Internal capability factors
• Competitive strategy factors
• Economic factors
• Growth/exit factors
In order to analyse and explain different organisational behaviours and 
corresponding organisational success, Morris et al. then introduce three 
different levels of decision making, which are applied to each business model 
component. The decision making levels differ in their specifics:
• The characteristics at the foundation level aim to determine the overall 
business orientation.
• Those at the proprietary level capture unique approaches for each 
component that may lead to a sustainable competitive advantage.
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The characteristics at the so-called rules level determine operational 
procedure and show a sufficient level of detail to keep the orientations 
from the upper levels on track in day-to-day operations.
This approach to business model theory produces a matrix specific to every 
organization analysed, and may be seen as an organisation’s “Business Model 
ID card” (see Figure 8).
Foundation level Proprietary level Rules
Component I: 
Factots related 
to offering
Sell services only 
Standardized offering 
Natrow breadth 
Shallow lines 
Sell the service by itself 
Internal service delivery 
Direct distribution
Short haul, low-fire, high-frequency, 
point-to-point service 
Deliver fun
Serve only drinks/snacks 
Assign no seats/no first class 
Do not use travel agents/intermediaries 
Fully refundable fares, no advance 
purchase requirement
Maximum one-way fare should
not exceed USS___
Maximum food cost per person 
should be less than USS___
Component 2: 
Market fitters
B2C and B2B (sell to individual travelers 
and corporate travel departments) 
National 
Retail
Broad market 
Transactional
Managed evolution from regional airline 
to servicing to 59 airports in 30 states 
Careful selection o f cities based on fit 
with underlying operating model
Specific guidelines for selecting
cities to be serviced
85% penetration of local markets
Component 3: 
Internal capability 
factors
Production'operating systems Highly selective hiring of employees 
that fit profile; intense focus on 
frontline employees
Do not operate a hub and-spoke route system. 
Fly into uncongested airports o f  small cities, 
less congested airports o f  large cities 
Innovative ground operations approach 
Independent baggage handling system 
t&e o f  Boeing 737 aircraft 
No code sharing with other airlines
At least 20 departures per day 
from airport
Maximum flight distance should
be less than-----miles
Maximum flight time should be
less than---- minutes
Turnaround o f  flights should be 
20 minutes or fewer
Component 4: 
Competitive strategy 
factors
Component 5: 
Economic factors
Image o f  operational excellence/ 
consistency/dependability
Fixed revenue source 
High operating leverage 
High volumes 
Low margins
Differentiation is achieved by 
stressing on-time arrival, low fares, 
passengers having a good time (spirit o f  fun) 
Airiine that love built 
Short-haul routes and high frequency of 
flights combined with consistently low prices 
and internal efficiencies result in annual 
profitability regardless of industry trends
Achieve best on-time record 
in industry
Maintain cost per passenger 
mile below USS—
Component 6: 
GrowWexit factors
Growth model Emphasis on growth opportunities 
that are consistent with business model
Managed rate o f  growth
Figure 7 -  Structure of the business model concept developed by Morris et al. (2005) applied to a specific industry case
The advantage of this kind of business model concept lies in its ability to 
capture a comprehensive variety of relevant business aspects. By doing so, it 
serves as a useful tool to structure the different areas of decision making that
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contribute to the organisation’s overall positioning and success. Yet it is also 
fairly static, as it only reflects a snapshot of an organisation’s business model 
and does not really provide insights on the impact of changes to single 
components and which alternative choices of actions might be appropriate. This 
kind of approach is not necessarily a disadvantage, as it helps to explore the 
coherence between the business model components and can aid managers to 
better conceptualise the various activities contributing to value generation 
(Demil and Lecocq, 2010). However, its very structure prevents it from 
addressing aspects related to change and innovation.
In line with Porter (1998), Christensen (2003) claims that good management is 
the very reason why so many strong and established companies stumble or fail: 
managers play the game the way it is supposed to be played. When 
technologists provide rates of performance improvement exceeding those 
required by the market, a "’performance oversupply” occurs. According to 
Christensen, this is the point at which a new disruptive technology emerges. Yet 
the decision making and resource-allocation processes crucial to the success of 
established companies are the very processes that reject disruptive 
technologies in these moments: listening to customers, tracking competitors, 
and investing resources to design and build higher-performance products 
yielding greater profit. When it comes to business model adaptation, this means 
that from the perspective of an established firm, new models can look positively 
unattractive, because disruptive technologies are often designed for customers 
that an incumbent does not serve, or at least at a price point the incumbent 
would consider unattractive (Christensen, 2003).
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The need for a strategy to respond to dynamic market conditions and exploit 
new technologies while still being able to address the incumbent business 
produces a dilemma, which McGrath’s (2010) discovery-driven approach seeks 
to resolve. She emphasizes the centrality of experimentation in discovering new 
business models, especially when business model evolution is highly path- 
dependent and unlikely to be determinable a priori. In traditional equilibrium 
oriented views of strategy, such as the market-positioning and resource-based 
views (Grant, 1998), such an approach is not very relevant, because they 
assume several environmental conditions at the moment of business modelling. 
But with dynamically oriented business models, many constraints may not even 
be known at the time resources have to be allocated. McGrath formulated a 
concept for options-oriented investment strategies enabling experimentation, as 
required by business model innovation, and providing break out points (what 
she termed “check points”) designed to limit losses in case of unsustainable 
business model developments.
One hurdle to applying McGrath’s concept of experimental business model 
design is the absence of criteria to judge which principal business models 
should be followed in such an experimental approach. One should avoid 
following a very high number of models just to recognise that many models fail 
on a regular basis, or that the amount of models demands an inordinate amount 
of resources. This is especially true for the broadband services market, where 
incumbent players in particular have already incurred tremendous losses due to 
the market decline in their existing ‘core businesses’. It may therefore be useful 
to extend McGrath's concept by considering a firm’s existing core components
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(such as capabilities, competencies and resources) in order to experiment only 
with business models that do not require a completely different mix of resources 
and capabilities. This of course requires a detailed resource analysis of the 
company beforehand.
Following on from the models proposed by Morris et al. (2005) and McGrath 
(2010), Demil and Lecocq (2010) attempt to integrate both the static and 
transformational approaches of business model application. Whereas the static 
approach performs a rather descriptive and even backward-looking function, the 
transformational approach seeks to address change and focus on innovation. 
Demil and Lecoq’s model looks not only at changes of single business model 
components, but also at the dynamic created by interactions between different 
building blocks. Based on the Penrosian view (Penrose, 1959/2011) that a 
company is characterised by certain resource components and that the growth 
of the firm results from the interaction between those components, their 
composition and their capacity to offer new value propositions, Demil and 
Lecocq develop an analysis framework made up of three interrelated 
component groups: Resources and competences (RC), the actual organisation 
of the business (O) and the value propositions (V) generated through the supply 
of products and services. In this structure, value propositions generate 
revenues and organisation affects the volume and structure of costs. The 
manner in which these components interact determines the margins and 
competitive success of the organisation in return.
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Resources & Competences
Internal and External 
Organization
Value
propositions
Volume & Structure of 
Revenues
Volume & Structure of 
Costs
Margin
Figure 8 -  The RCOV framework (Demil and Lecocq, 2010)
Within this framework, a change in business models is always determined by a 
change in the corresponding cost and revenue structures. According to Demil 
and Lecocq (2010), both environmental influences and internal changes, such 
as deliberate decisions by managers or interactions within or between core 
components, can produce a change in cost or revenue structures and 
consequently affect a firm’s business model. They therefore consider a 
business model to be in permanent disequilibrium and in need of constant 
rebalancing through the adaptation of core components. For an organisation to 
be sustainably successful, they claim, it must aim for “dynamic consistency”.
2.3.4 Determining the General Components of Business Models
The preceding sections presented a mix of existing business model theories 
capable of structuring and analysing various business contexts. These theories
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take a mostly static view of the contexts of analysis and do not holistically 
consider all three of Morris et al.’s (2005) levels of a viable business model. In 
addition, they mainly focus on single companies or only address specific 
industry sectors or aspects without considering networks of companies.
Casadesus-Masanell and Ricart (2010) note that “to better understand business 
models, one needs to understand their component parts and their 
relationships”. In order to formulate a more generic business model that can be 
applied in dynamic business environments involving business network 
scenarios (that appear to be typical of the broadband services market), it may 
be useful first of all to identify the key components of a business model that are 
relevant to all business contexts, whether dynamic or static. For the sake of 
simplicity, the remainder of this chapter will do this for single company business 
models first, before subsequent chapters take the conclusions reached one 
abstraction higher to include both the specifics and the complexity of business 
networks. The conclusions for business model approaches thus derived may in 
turn form the subject of a second study.
To recap: Morris et al. (2005) conclude that a business model is made up of 
three distinct levels, each of which contributes to the overall outcome and 
success of an organisation:
• The overall direction of an organisation's market positioning (strategy 
level).
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• The organisation’s structure to provide its value proposition (architectural 
level).
• The means by which profit is generated (economic model).
Morris et al. (2005) concur with Porter’s (1998) maxim that an organisation’s 
strategy “needs to be different” in order to be successful in any market when 
they point to market positioning as a relevant level in business model design. 
However, Porter and Morris et al. fail to clearly define which component in a 
business model concept should reflect that market positioning view and how 
this component could be summarised. Porter does state that a successful 
market positioning should be backed by “corresponding activities” (Porter,
1998), but does not provide more detail on what such activities or building 
blocks would look like.
In order to try close this conceptual gap, it may be helpful to more closely 
examine the notion of a successful “market positioning”. An organisation is 
successfully positioned in a market if its products and services offered are of 
value to the end customers paying for them (Woodruff, 1997). The overall value 
proposition of an organisation therefore reflects the degree to which it is 
successfully positioned in a market. An organisation’s value proposition may 
thus be considered as the first key component of a business model.
Based on the generic categories outlined by Morris et al. (2005), organisational 
structure might initially be thought of as a viable second component of a 
business model. It would however be far too generic to view the ‘organisation’
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as the second key component of a business model. Following Penrose’s 
(1959/2011) definition of organisations as bundles of resources, they are 
ultimately only the shell for the components that produce organisational 
outcomes. The assumption that all organisations possess unique bundles of 
assets and that the ownership of these bundles finally determines the difference 
in performance between organisations lies at the heart of this notion. Daft 
(1983) suggests that resources consist of all the assets, capabilities, 
organizational processes, information and knowledge enabling an organisation 
to develop and implement strategies to improve its efficiency and effectiveness. 
An organisation’s resources and capabilities thus qualify as the second key 
component of a business model. These comprise not only single resources and 
their corresponding capabilities, but also the specific structures in which they 
are interrelated (the architectural combination of resources and capabilities).
Kay (1993) argues that competitive advantage and ensuing organisational 
success flows from a strategic fit. Applying this reasoning to the first two core 
components of a business model identified thus far, the question naturally 
arises as to which economic model can combine value propositions and 
resources and capabilities in order to maximize an organisation’s profit. The 
answer lies in looking at the detailed operational processes representing the link 
between the architectural setup and the overall value proposition. An 
organisation’s operations thus satisfy the conditions for the third component of a 
business model. The choice of this third component is backed by Chesbrough 
and Rosenbloom’s (2002) view that a business model mediates between 
technology development (based upon resources and capabilities) and economic
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value creation. This mediation function is represented by an organisation’s 
operations.
Johnson, Christensen and Kagermann (2008) implicitly confirm the relevance of 
the three components of a business model defined in the preceding paragraphs. 
They come to the conclusion that a business model generally consists of four 
elements, i.e. customer value proposition, a profit formula, key resources and 
key processes -  all elements that match the above definitions. These three 
components nonetheless have ’intrinsic roots’, meaning they explain 
organisational outcomes and success on the basis of characteristics that are 
subject to the scope of an individual organisation. What is missing is an 
understanding of the external environment -  note Grant’s (1998) elaborations 
on contemporary strategy analysis -  ensuring that key success factors are 
determined and made subject to a competitive strategy tailored to an 
organisation’s capabilities. The fourth component of a business model can thus 
be viewed as the external environment impacting the different organisations 
under analysis.
To summarize, the following four core components of a business model have 
been identified in this section and form the subject of the data analysis in the 
next chapter:
• Value proposition,
• Resources and capabilities,
• Operations,
• External environment.
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2.4 The Application of Business Models to Value Network Structures
Reflecting on developments in management strategy and the evolution of 
business models over the last decades, it is apparent that the classic tools and 
concepts of value chain analysis, characterized by the use of static, chained 
linkages between organisations, cannot adequately explain success in value 
creation. This is mainly due to the fact that in today’s dynamic industry and 
market environments, inter-firm relationships have a much bigger role 
(Madhavan et al., 1998) than before. Value creation is no longer the end 
product of a value chain in which each company occupies a dedicated position. 
Instead, value rather is co-created by a combination of players in organisational 
networks (Peppard and Rylander, 2006). The requirements of viable analysis 
concepts have consequently also changed.
Of the various business model approaches discussed in the preceding sections, 
the frameworks advanced by McGrath and Demil and Lecocq (2010) are 
capable of considering relevant fast-paced market dynamics. However, these 
two concepts do not have a clear link to the idea of organisational networks, 
and focus instead on single market entities or organisations. The existing 
business model landscape must therefore be enlarged with relevant aspects of 
inter-firm relationships and network organisations. The next section will discuss 
the evolution of value network theory before presenting the challenges of 
designing business models in this context.
47
2.4.1 The Evolution of Value Network Theory
As Section 2.2.2 has pointed out, the growing impact of the external 
environment on industries, markets and companies, and the associated 
changes in market dynamics, have resulted in a gradual shift in management 
strategy over the past decades. Moving from initial fairly static approaches to 
strategic models that incorporate the impact of the wider context of 
organisations and industries, management strategy theory now needs to 
“understand the dynamics of competition and develop recommendations about 
how firms should define their competitive and corporate strategies” (Casadesus- 
Masanell and Ricart, 2010). Scholars have come to the conclusion that 
increased complexity can no longer be covered by one-dimensional 
management strategies, but rather requires a more differentiated business 
model (Morris et al., 2005). Grounded in Penrose’s (1959/2011) view that the 
interaction between the core components of an organisation leads to market 
distinction and organisational success, business model have tried to capture the 
complex interrelationships between the core components of an organisation in 
the value creation process on a single-company level (e.g. Grant, 1998; Wirtz, 
2001; Faber et al., 2003; Morris et al., 2005; McGrath, 2010; Demil and Lecoq, 
2010).
In addition and parallel to the above-mentioned developments in management 
strategy theory on a single-company level, “strategic networks and inter-firm 
collaborations have been under focus in both the academic and business 
worlds for a considerable time” (Partanen and Moller, 2012). Normann and 
Ramirez (1993) argue that “in so volatile a competitive environment, strategy is
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no longer a matter of positioning a fixed set of activities along a value chain”. 
Rather, they see the focus of strategic analysis in what they call value-creating 
systems, comprising various economic actors and interrelationships. In that 
respect, the notion of customer value and how it is created across a network of 
organisational entities lies at the heart of the matter. Whereas networks were 
once thought to shape organisational behaviour, inter-firm networks are now 
seen as a strategic resource that can be shaped and set up so as to directly 
influence organisational success (Madvahan, Koka and Prescott, 1998).
Parolini (1999) speaks of a “cultural leap forward” in light of the fact that the 
universal connectivity of individuals and companies -  made possible through 
developments in communication technology -  has brought with it a “new 
economic and technological paradigm” leading to the disaggregation of large, 
integrated and diversified companies, and the greater coordination of the 
activities of small and independent enterprises. This new orientation can be 
understood as the evolution of Porter’s (1985) notion of a value chain, which 
reflected the industrial context at the time. That definition of the value chain held 
that the key to organisational success resides in where the organisation is 
positioned in a predetermined sequence of value-adding activities (Normann 
and Ramirez, 1993). In a study of the mobile phone sector, Peppard and 
Rylander (2006) show that Porter’s “walled garden” approach -  i.e. creating 
value by linking a chain of activities leading to the development of strategies to 
control the chain -  apparently fails in today’s changing economic environment. 
They conclude that in a networked economy, the key to successful value
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creation lies in understanding “how” value is created in relationships rather than 
determining “where” to position an organisation in a value chain.
Though some may interpret Peppard and Rylander’s findings as an indirect 
criticism of Porter’s value chain approach, others would still agree with Stabell 
and Fjeldstad (1998) that “the value chain maintains its central role as a 
framework for the analysis of firm-level competitive strengths and weaknesses". 
Stabell and Fjeldstad add two value creation concepts to the value chain 
approach, namely, the value shop and the value network, and thus arrive at a 
continuum of value configurations providing “the foundation for a theory and a 
framework for the analysis of firm-level competitive advantage”.
Chain Shop Network
Value creation logic Transformation of inputs 
into products
(Re)solving customer 
problems
Linking customers
Primary technology Long-linked Intensive Mediating
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•  Inbound logistics
•  Operations
•  Outbound logistics
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•  Service
e Problem-finding and 
acquisition
•  Problem-solving
•  Choice
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contract management
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•  Infrastructure operation
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relationship logic
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Primary activity 
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•  Pooled
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•  Pooled
•  Reciprocal
Key cost drivers •  Scale
•  Capacity utilization
•  Scale
•  Capacity utilization
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•  Interlinked chains e Referred shops •  Layered and interconnected 
networks
Figure 9 -  Stabell and Fjeldstad’s (1998) Value Configuration Continuum
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Regardless of which of Stabell and Fjeldstad’s approaches are applied in a 
specific environmental situation, focusing on models only capable of analysing 
and explaining the value generation of single companies or dyads is no longer 
sufficient. Indeed, Parolini (1999) argues that these ideas show their limitations 
as relationships become more intertwined and the borderlines between 
companies and industries more blurred. Gulati, Lavie and Madvahan (2011) 
also demonstrate how network resources contribute to organisational 
performance. Their findings imply that value networks ought to be a core 
element of analysis in today’s industry settings.
In order to understand the impact of co-operation between companies in 
network scenarios on the four business model components identified in Section 
2.2.5, one must first clearly define the notion of value networks. Todeva’s 
(2006) definition of a business network provides a useful starting point:
“Business networks are sets o f repetitive transactions based on structural and 
relational formations with dynamic boundaries comprising interconnected 
elements (actors, resources and activities). Networks accommodate the 
contradictory and complementary aims pursued by each member, and facilitate 
joint activities and repetitive exchanges that have specific directionality and flow 
of information, commodities, heterogeneous resources, individual affection, 
commitment and trust between the network members.”
In academic theory, value networks differ from business networks in that the 
former describes an inter-organisational network characterised by network
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actors collaborating in the creation of a specific service offering (de Reuver and 
Bouwman, 2012), while the latter is a more abstract concept describing inter- 
organisational networks coexisting in the pursuit of objectives that may or may 
not converge, as suggested by the work of Corsaro et al. (2012).
In light of the importance of value propositions in business model scenarios 
highlighted in preceding sections, it is worth considering the specific impact of 
network constellations on value generation activities. Todeva’s structural 
definition of a business network may thus be extended to include the idea of 
value creation. Here, the levels on which value creation is perceived must be 
differentiated. Porter (1985) considers value creation to take place on an 
organisational level, i.e. each organisation generates individual value, which is 
added step by step in a value system resulting in overall value. In contrast, 
Parolini (1999) takes the view that customers make judgements only at the 
overall level of the value-creating system, rather than at the individual levels. In 
her view, the value network approach proposes a change in method and 
perspective: economic activity is no longer conceived in terms of a set of 
economic players, but rather in terms of a set of activities that create value for 
customers. Different network entities contribute to and control these activities in 
different ways, i.e. overall value creation does not depend on a set of value 
chains, but takes place through simultaneous collaboration.
Discussions of value networks in the remainder of this thesis will be based on 
Parolini’s (1999) definition of a value-creating system (VCS):
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• A VCS is a set of activities creating value for customers.
• The activities are carried out using sets of human, tangible and intangible 
resources.
• The resources are linked by flows of material, information and financial 
resources.
• The VCS also includes consumption activities.
• End customers not only receive or consume value, but can also 
participate in a VCS.
• Various economic players may participate in a VCS by taking 
responsibility.
• An economic player may participate in more than one VCS.
Parolini’s concept of a VCS has retained its relevance in the face of one of the 
most recent theoretical streams on collaborative value creation: platform 
thinking (e.g. Schmid, 2010; Cusumano, 2010b). An industry platform consists 
of a core technology that enables an ecosystem of “complementor” 
technologies to integrate into the platform and generate overall customer value. 
Both Schmid (2010) and Cusumano (2010a) present examples of platform 
scenarios. A platform ecosystem could thus be considered as a value-creating 
system according to Parolini’s definition, especially when a single platform 
technology (depending on the mix of complementors) contributes to the 
generation of more than one overall value, and a single economic player 
participates in more than one VCS configuration.
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2.4.2 Business Model Challenges in Value Network Structures
As previous sections have noted, academic research on business models and 
theory began towards the end of the 1990s. Initial research focused on a more 
general view of business model theory. As a consequence, business model 
theories mainly addressed single organisational entities rather than more 
complex structures of inter-organisational networks. The advent of value 
network theory has led scholars and managers to also consider inter- 
organisational aspects in the application of business models. This brings with it 
new challenges that now will be discussed in more detail.
On a more abstract level, all four business model components identified in 
Section 2.2.5 at the single-company level can also be found in Todeva’s (2006) 
definition of a business network:
• The value proposition component is represented by the “accommodation 
of contradictory and complementary aims and the facilitation of joint 
activities” (resulting in a joint value proposition).
• The component of resources and capabilities is addressed through 
“interconnected elements”.
• The operations component is represented by the “repetitive transactions 
based on structural and relational formations”.
• The external environment, at least indirectly, is reflected in the “dynamic 
boundaries of a business network” (external influences impact the shape 
of a business network).
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The four business model components identified at the single-company level are 
therefore relevant at the network level as well. The interworking of a set of 
organisations will nonetheless impact each business model component. The 
network specifics of each business model component in a business network 
setting must therefore be identified and examined. This will be done in the next 
four sections, which will discuss the challenges of applying each of the four 
components to value networks.
2.4.2.1 Commercial Model
As Todeva’s (2006) definition of business networks is generic, it must be 
pointed out that within the context of inter-organisational co-operation, inter­
network constellations exhibit different characteristics and forms.
One form of interworking of companies is based on an upstream and 
downstream control of inputs and outputs (Tod e va, 2006). Porter (1985) defined 
this type of vertical inter-organisational co-operation as a value chain. The focus 
here is on the sequential creation of value (be it a product or a service) through 
the value chain. This understanding of inter-organisational co-operation 
implicitly assumes that the market requires single technologies or services that 
can be specified by the central firm in the value chain and then produced 
through that chain. Value creation is therefore seen as the result of a linked 
chain of activities leading to the development of strategies focused on 
controlling the chain (Peppard and Rylander, 2006).
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Given the increasingly complex demands of consumers and the complexities 
inherent in developing broadband services (applications and/or content) 
delivered across various devices (Middleton, 2010), Cusumano (2010b) in his 
discussion of industry platforms highlights the requirements for value creation in 
more dynamic market environments. He argues that successful and enduring 
value creation in dynamic markets must be based on a core technology 
complemented by an ecosystem of products and services (“complementors”), in 
which customer value is achieved through the overall provision of products and 
services, rather than through individual components. This idea is supported by 
Peppard and Rylander’s (2006) study of the mobile communications industry, 
which found that the “walled garden” approach to developing mobile 
applications failed in large part because mobile operators followed a value chain 
approach of vertical inter-organizational co-operation.
The main difference between these two streams of cooperative value 
generation is that in the first case, the market offering is usually bound to one 
company only (mostly the customer-facing company at the upmost part of the 
value chain), whereas in the second case, the focus shifts from developing 
individual technologies or services, to creating entire technology or service 
ecosystems (Johnson and Suskewicz, 2009).
Thus, a key factor for ensuring the enduring success of a network appears to be 
the co-creation of value integrating part, if not all, of the network actors. This 
specific business network constellation can be defined as a “value network” 
characterized by an inter-organisational configuration consisting of actors
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collaborating on a specific service offering bound to the entire network, rather 
than to an individual company (de Reuver and Bouwman, 2012). This does not 
mean that there is no coordination within a value network. Cusumano (2010a) 
speaks of a company in the value network that takes on a “platform leadership” 
role to provide direction, facilitation and coordination in order to support 
complementary innovation. This role must not be confused with that of the 
central firm in a value chain approach.
The likely prominence of the value network approach in successful business 
networks requires the value proposition component of a business model on a 
network level to reflect the manner in which value is generated by several 
organisational entities working together (i.e. a joint value proposition is made up 
of the individual propositions of separate entities).
These value proposition aspects are confronted with a major challenge when 
applying single-company business models to a network context, namely, 
revenue and margin sharing. Given that the distinctive aspect of a value 
network is the creation of one joint network effect and value proposition, in the 
end the customer buys one overall solution. The question then arises as to how 
the corresponding revenues and margins will be distributed. The means of 
bringing the overall solution to market also need to be decided upon. Here, one 
company could be tasked with marketing the overall solution, or a joint sales 
company could be established with the sole purpose of selling the overall 
solution to the end customers. The first option bears the risk that network 
organisations with a strong and area-wide sales force will complain that there
over-average efforts also need to be compensated accordingly. This problem 
loops back to the margin and revenue distribution aspect, which can be seen as 
the first major challenge of a business model at a network level.
2.4.2.2 Innovation & Efficiency
The creation of an overall value proposition at the network level involves 
combining resources and capabilities of all the organisations in the network.
This complex process goes beyond the inter-personal linkages within an 
individual firm. From a performance perspective, this means that individual 
resources and capabilities no longer form the basis of the success of a value 
proposition. Instead, success is obtained through the contribution of entire 
organisations to the overall proposition and the manner in which these 
organisational contributions are leveraged. Gulati, Lavie and Madvahan (2011) 
explore three distinct mechanisms that serve as mutually reinforcing 
performance drivers in value network settings:
• Reach
This mechanism encompasses the distance and diversity aspects of the 
network: How many interrelated organisations that contribute relevant 
diverse capabilities to the overall value proposition does the value 
network comprise?
• Richness
This mechanism represents the inherent value of network resources 
available to the value network organisation: How much value can be
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reached across the organisation in principle (considering the “Reach” 
factor)?
• Receptivity
This is the extent to which the value network organisation can leverage 
its accessible network resources across the individual organisational 
entities: How much value can be absorbed (considering both the “Reach” 
and “Richness” factor)?
These mechanisms not only provide a robust evaluation framework for value 
network performance, but also show that the business model component of 
resources and capabilities at a network level is heavily influenced by the actual 
network structure. Gulati, Lavie and Madvahan’s (2011) framework nonetheless 
lacks an explanation of how resources and capabilities in value network settings 
may be leveraged across different organisational entities so as to achieve 
maximum efficiency and customer value contribution.
Fukuyama (1999) provides some useful insights in this regard by taking a 
sociological point of view on network aspects and arguing that a business 
network ought to be seen as social capital. In his view, networks are defined by 
the shared norms and values of the network partners fostering an interactive 
exchange. Members of such networks are more willing to engage in reciprocal 
exchange in addition to market exchange, which may contribute to the 
successful market positioning of the entire business network over the long-term, 
rather than of just one core firm. Social capital based on shared norms and
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values therefore helps to increase the efficiency of the business network by 
“reducing the risk that the participating firms will engage in self-interested 
behaviour, leading to beneficial outcomes” (Kauffman, Li and Van Heck, 2010).
In view of the role of resources and capabilities at a network level, both the 
social capital (shared norms and values) and the network structure of a value 
network must be reflected in a corresponding business model. This requirement 
leads to the second major challenge confronting business models in value 
network structures, namely, innovation and efficiency.
According to Chesbrough and Rosenbloom (2002), the management literature 
clearly indicates that firms have a general difficulty in managing innovations 
falling outside of their previous beliefs, practices and experiences. Co-creative 
innovations through inter-organisational networks could therefore open up new 
business opportunities that single organisations might not otherwise take 
advantage of. Co-innovation is here defined as the process by which value is 
created in inter-organisational constellations and determined by the manner in 
which selected resources are assembled, combined and governed, and the 
contribution of competing products and services (Vanhaverbeke and Cloodt, 
2006).
For Chesbrough (2006), the two major factors forcing companies to open up 
their innovation processes are higher technology development costs and 
shorter product life cycles. Chesbrough further argues that a business model of 
co-innovation must address both costs, by leveraging external R&D resources
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to save time and money during the innovation process, and revenue, by 
broadening the number of market segments that innovation can address.
Though essential, these two commercial factors do not address all aspects of 
co-innovation.
Vanhaverbeke and Cloodt (2006) accordingly identify four sources of value 
creation in value networks: efficiency, convenience, enabling property and 
complementarities.
Efficiency as a source of value creation covers the factors advanced by 
Chesbrough (2006) and can therefore be considered as a key aspect of inter- 
organisational value creation. On the one hand, inter-organisational networks 
optimise efficiency by letting products and services be supplied in part or in 
whole by the network partners most suited to the task. On the other hand, if not 
managed properly (referring to the issue of governance in the next section), this 
optimised efficiency may be ’eaten up’ by handling costs across the network.
Convenience (value proposition fulfils demand of customer) and enabling 
property as sources of value creation are strongly linked to the key aspect of the 
external environment. Customer demands and network organisations (with their 
corresponding resources and capabilities) are constantly changing. Creating 
value from technology is therefore not simply a matter of managing technical 
uncertainty, but also of analysing the nearer and wider external environment 
and of managing uncertainties stemming from change (Chesbrough and 
Rosenbloom, 2002). De Reuver, Bouwman and Mac Innes (2007) conclude that
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the environmental factors to be analysed can be grouped into three categories: 
technology drivers, market drivers and regulatory drivers. These drivers have 
different effects, depending on which stage of the overall value creation process 
they act upon.
Complementarities as sources of value creation build on Cusumano’s (2010b) 
notion of an industry platform as the key driver of enduring business success. In 
a multi-company setting, one must consider potential changes either in the 
resources and capabilities contributed by individual companies to the overall 
value proposition, or in the components needed by the overall value proposition. 
These changes determine which organisations can contribute to a 
corresponding value proposition when forging a path to a new market.
2.4.2 3 Governance
The operations component of a business model generally represents the 
mediation function between resources and capabilities on the one hand, and the 
created value proposition on the other (Morris et al., 2005). It therefore 
determines the structure of costs and revenues and the resulting margins.
Previous sections have already outlined how an overall value proposition is 
created across the different organisations involved in a value network. This 
means that individual cost structures must be reflected in a joint pricing scheme 
and the corresponding shares of revenue and margins must be split across the 
different network organisations. The operations component at a network level 
must therefore provide efficient operational structures within and across the
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various network organisations in order to maximise cost efficiencies and margin 
distributions.
Kambil and Short (1994) take up the issue of structural efficiency across 
networks of organisations and consider the influence of what they call Electronic 
Integration (El).
For Kambil and Short, instead of applying information technology to automate 
existing company processes, El strategies have effects beyond an individual 
firm’s boundaries and on the entire business network. They accordingly 
developed a “roles-linkage model" enabling them to define the key roles of a 
network prior to El, and to assign types of linkages between those roles. These 
linkages generally vary in terms of complexity and frequency, and are an 
indicator of the depth of interaction. Following successful El, the same scheme 
is applied to the new network situation and the two result matrices are 
compared. Applying their model to the tax return preparation industry, they 
found that the number of distinct business roles increased after El integration. In 
other words, El led to a much higher degree of specialisation in individual roles. 
It follows that the operations component of a business model is affected when 
moving from single-company to networked business models, especially when 
electronic integration is applied in order to enhance efficiency.
Building on Kambil and Short’s work, Peppard and Rylander (2006) point out 
that most software for electronic integration is still designed on the basis of 
value chain concepts, rather than more complex business models. This means
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that the IT support for network organisations is mostly based on a pure 
exchange of business information between organisational entities. Electronic 
integration is thus viewed in terms of system integration rather than facilitating 
the co-creation of value by myriad organisations through corresponding IT 
infrastructures. This line of thinking still assumes that improvements in the field 
of electronic integration are intended to benefit individual companies, rather 
than whole networks.
The operations component of a business model at a network level thus requires 
a consideration of efficient operation structures across different organisations 
fostering the co-creation of value, which may be supported by corresponding IT 
structures (Electronic Integration). This makes governance the third major 
challenge confronting business models in value network structures.
Before the idea of value networks and industry platforms gained ground, it was 
generally accepted that inter-organisational co-operations (e.g. value chains) 
shape and constrain the organisational behaviour of individual companies 
(Madvahan, Koka and Prescott, 1998). Aspects of management and 
governance were therefore also apparent at the level of the individual company. 
When viewing the entire inter-firm network as a resource shaped by the 
individual companies comprising it, inter-organisational governance is seen to 
play a more crucial role. De Reuver and Bouwman (2012) examined this issue 
in the mobile communication sector, and found that the three governance 
mechanism of power/authority, contracts and trust become highly relevant at 
different stages of the value creation process in a value network.
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De Reuver and Bouwman differentiate between the development, 
implementation and commercialisation phases of the value creation process. 
The major challenge of these governance aspects is that in addition to 
individual organisations (which have their own management structures and 
authorities) the whole network needs to be managed, despite there often being 
no contractual or authoritative handle. Since these aspects are not relevant on a 
single-company level, single-company business models also do not reflect 
these inter-organisational governance aspects.
2.4.2.4 Inter-organisational Dynamics
In their paper on managing network organisations, Snow, Miles and Coleman 
(1992) argue that today’s competitive pressures demand both efficiency and 
effectiveness. Firms therefore need to adapt faster to market pressures and 
competitive innovations while simultaneously controlling or even lowering 
product or service costs. A detailed business model and strategy adaptation 
should therefore comprise an appropriate environmental analysis in order to 
which key aspects must be adapted to.
Rapidly changing environments due to innovations in products and services 
reduce the traditional buffers between an organisation and its environment, 
leading to greater interdependence between the two (Kambil and Short, 1994). 
Moreover, since the dynamics of an industry dictate the rate of change in 
business models and strategy (Prahalad and Krishnan, 2008), business models 
and processes in a rapidly changing and competitive environment such as the 
broadband network market can no longer be considered static. Demil and
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Lecocq (2010) differentiate between static and transformational business model 
approaches: whereas the static approach is descriptive and even somewhat 
backward-looking, the transformational approach is a tool to address change 
and focus on innovation.
In the structural setup of networked organisations, the interdependence of an 
organisation and its environment must be extended to include dependencies 
between the different organisations. This is because changes in the 
organisational structure also impact the value creation process, given that “the 
natural object of structural analysis is represented by the nodes making it up” 
(Parolini, 1999). The external environment component of business models at a 
network level thus needs to include inter-organisational dynamics for analysis 
purposes.
Environmental changes stemming not from market changes or changes in the 
wider environment of an organisation, but from changes within a network 
setting, thus form the fourth major challenge confronting business models in 
value network structures. Structural changes within a network (e.g. changes in 
the resources and capabilities of an individual company) have a direct impact 
on the creation of its value proposition. A business model at network level must 
therefore also reflect inter-organisational dynamics in the external environment 
analysis. Madvahan, Koka and Prescott (1998) accordingly developed a 
framework to help identify corresponding structural changes. In it, they 
differentiate between “structure-reinforcing” and “structure-loosening” events 
that generate structural change within a network constellation.
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2.4.3 Existing Business Models in the Context of Value Networks
One of the first business models to address business network aspects was 
developed by Kjil, Bouwman, Haaker and Faber (2005) for the mobile 
communications industry. Based on an extensive literature review, they define 
four business model components which they also call “STOP” components:
• Service Domain
This domain refers to the value proposition being offered.
• Technology Domain
This domain refers to the technical design and architecture through 
which the value proposition is offered.
• Organisational Domain
This domain covers the cooperation agreements between organisations.
• Financial Domain
This domain covers all the financial aspects regarding agreements on 
how to distribute commercial elements such as costs, revenues and 
investments.
In the course of their analysis, Kjil, Bouwman, Haaker and Faber come to the 
conclusion that the business outcome of the interrelationship of these four 
components is driven by two main factors: external influences and a phasing in 
the process of value creation.
External influences are categorised into an industry/competitive (near) 
environment and a macro environment, the latter of which is analysed in more
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depth with the so called PESTEL framework focusing on political, economic, 
social, technological, environmental and legal factors. This process allows three 
main external influences to be identified, namely, technology, market and 
regulation.
Regarding the process of value creation, Kjil, Bouwman, Haaker and Faber 
conclude that in order to reach market maturity, the end product or service goes 
through three main phases: the technology/R&D phase (developing the initial 
product as a prototype), the implementation/roll-out phase (bringing the 
prototype to market) and the market phase (bringing the end product to market). 
This produces the business model depicted in Figure 11.
This business model framework has the advantage of incorporating the external 
environment, especially as most single-company level business models do not 
do so. Incorporating the external environment into a business model also 
appears key in light of Cusumano’s (2010a) assertion that agility ought to be 
considered by an organisation wanting to be sustainably successful. This is 
because agility is required by the dynamics stemming from environmental 
changes (be it in the near or far environment). As a consequence, it is crucial to 
keep track of environmental changes in order to respond with the necessary 
agility.
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Figure 10 -  Kijl, Bouwman, Haaker and Faber’s (2005) Dynamic Business Model Framework
Kjil, Bouwman, Haaker and Faber’s three categories are however very broad, 
and may make the structured and detailed analysis of a business model and its 
individual components difficult, especially as they do not take the 
complementary interrelationship of different resources and capabilities into 
account.
Their approach to capturing dynamics in the value creation process is very 
relevant. Introducing the three phases may however lead to the assumption that 
each phase is linked to one static environment and that dynamics only take 
place when moving from one phase to another. Indeed, their model fails to 
consider that dynamics may also occur in any individual phase, e.g. caused by 
changes in resources and capabilities (the departure of an organisation from the 
network, or the loss of a key resource).
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In summary, Kijl, Bouwman, Haaker and Faber’s framework is a valuable 
structuring tool for business model analysis at a network level. It nonetheless 
lacks a more comprehensive consideration of dynamics and a more detailed 
analysis structure for business model components and environmental 
categories.
These shortfalls are compensated for in Conte’s (2008) business model 
framework for business value networks. In his view, business model concepts, 
especially in the context of e-business, have been extensively discussed in 
management literature, but without a consistent definition of what exactly a 
business model should comprise. He therefore developed a business model 
framework for business value networks in particular.
In contrast to Kijl et al. (2005), Conte (2008) started from existing business 
model definitions and tried to understand which components were either 
missing or needed to be enhanced for value networks. Following an extensive 
literature review, he identified what he called the “basic pillars” of business 
models and reshaped them into a master framework of five key pillars:
• Value Configuration Model
• Participant Model
e Offering Model
• Customer Model
• Profit Model
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Each pillar represents a partial business model in the business model 
framework comprising eleven distinct interrelated business model components 
(see figure 12).
Conte’s framework is thus more specific than that of Kijl et al. in its analysis 
structure for individual building blocks. For instance, the profit model clearly 
differentiates between three components, rather than identifying only one 
overall component. It furthermore clearly describes the linkages between the 
various building blocks, and allows for dynamics at every point in time (as 
opposed to only one phase of the value creation process) through loop-back 
mechanisms. It nonetheless fails to adequately describe the interrelationship of 
single resources and competencies between different organisations. These 
interrelationships are especially relevant in light of Cusumano’s (2010a) claim 
that complementarity is a key factor of enduring business success. The external 
environment is moreover not at all reflected in Conte’s framework.
In summary, Conte’s (2008) business model framework appears to be more 
compact and to comprehensively cover a larger number of relevant business 
model components than that of Kijl et al. (2005). It adequately captures potential 
dynamics, especially those indicating the links between building blocks and the 
subsequent potential direction of change, by providing a clear block structure to 
help analyse “real-world” cases in a structured manner. When considering 
relevant factors in the external environment, however, Kijl et al.’s framework 
(2005) is more precise and may be more useful in cases where the inter- 
organisational structure changes through the value creation process.
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Figure 11 -  Business Model Framework for Business Value Networks (Conte, 2008)
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2.5 Stakeholder Theory
Generally any organisation may be considered as being a system for adding 
value through the acquisition, allocation and commitment of resources, drawing 
on a network of contributing participants. Value in that context - like in the 
neoclassical model -  may be seen as economic value that is generated as the 
sum of the consumer surplus and the producer surplus (Argandona, 2011). In 
that case the consumer surplus is defined as the difference between the highest 
price that consumers would be willing to pay for a good or service and the price 
they actually pay. The producer surplus on the contrary is the difference 
between the price at which sellers actually sell and the cost of resources 
employed. Already under that specific definition of economic value it therefore 
becomes obvious that value creation appears to be subject to a consideration of 
entities beyond the single organisation providing a product or service (under 
that definition of value at least including consumers). Pearce (1982) 
consequently identified the attitude to insider and outsider claimants as typical 
components of an organisation’s mission already in the early 1980s.
In addition to the above-mentioned aspects on a rather single-company level, 
“strategic networks and inter-firm collaborations have been under focus in both 
the academic and business worlds for a considerable time” (Partanen and 
Môller, 2012). Normann and Ramirez (1993) argue that “in so volatile a 
competitive environment, strategy is no longer a matter of positioning a fixed set 
of activities along a value chain”. Rather, they see the focus of strategic 
analysis in what they call value-creating systems, comprising various economic 
actors and interrelationships. In that respect, the notion of customer value and
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how it is created across a network of organisational entities lies at the heart of 
the matter. Whereas networks were once thought to shape organisational 
behaviour, inter-firm networks are now seen as a strategic resource that can be 
shaped and set up so as to directly influence organisational success 
(Madvahan, Koka and Prescott, 1998).
Not least this development (i.e. having a growing number of inter-firm networks 
which generate value) confirms Freeman et al.’s (2004) assumption that value 
is no longer created by the independent contributions of isolated factors but by 
the cooperation among the factors. Consequently nowadays also rather 
different stakeholder groups contribute resources to the value creation process 
in the expectation of claiming some share from the organisation’s value-adding 
activities. Etzioni (1972) in that respect analysed complex organisations and 
found confirmation for corresponding participation patterns. He categorised 
three possible reasons for the participation in an organisation’s activities:
• Coercion (participants are forced to contribute resources).
• Mutually beneficial exchange (participants receive a material benefit in 
return for the resources contributed).
• Identification (participants identify themselves with the values, norms or 
beliefs of the organisation).
In front of that overall background it becomes obvious that it is no longer 
shareholders only but also a variety of other stakeholders contributing to 
organisations and being affected by the operations of those. Hence, Freeman
(1984) argued that a new conceptual framework was needed that would allow 
for the change occurring in the business environment. In what he calls the 
“stakeholder approach” he therefore addresses the need for companies to be 
accountable for all relevant stakeholders (not only for shareholders) and to 
balance out divergent interests between them (Schwarzkopf, 2006).
Stakeholder theory as such therefore also has a tight connection with social 
responsibilities in that it tries to keep ethics and economics together (Phillips 
and Reichart, 2000).
Critical reflectors of stakeholder theory on the contrary argue that not all but 
only stakeholders finally taking on risk (Clarkson, 1995) or exerting power on an 
organisation (Pajunen, 2006) should be included in stakeholder considerations. 
Strong opponents may even argue that the interest of non-shareholder 
stakeholders are protected by contracts or legal regimes in any case and that 
therefore it is unnecessary to consider these. It is this kind of tenor that led 
Jensen (2002) to characterise stakeholder theory as an affront to 200 years of 
economic research and to argue that “stakeholder theory plays into the hands of 
special interests who wish to use the resources of firms for their own ends” 
(Jensen, 2002, p. 243).
Even though the criticism of Freeman’s stakeholders approach may to a certain 
degree be seen as valid and appropriate, still, at least one of the problems 
encountered when dealing with models that rather exclusively emphasise 
shareholder objectives is how to deal with the large number of organisations 
where ownership cannot be determined in that way (e.g. public sector
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organisations such as MEU). Not least therefore it appears appropriate not to 
entirely refuse stakeholder theory, but - following Kay (1993) as well as Baden- 
Fuller and Stopford (1996) -  rather to acknowledge that attending to 
shareholder and stakeholder interests are not mutually exclusive.
Including shareholders into the overall stakeholder landscape may therefore 
provide an analysis framework that helps an organisation to manage all relevant 
strategic contributions of resources. By doing so, the organisation then may 
have more chance of achieving long-term success by addressing the need to 
manage all important relationships strategically. Still, critics rightly argue that 
the theory as such provides no real basis for deciding between relevant and 
competing stakeholders and stakeholder interests (Kaler, 2006). In that respect 
it basically appears to be the most crucial task of an organisation to manage its 
boundaries and corresponding relationships. Given that that the precise location 
of these boundaries is unlikely to be the same in each organisation, a 
stakeholder framework appears to be the most appropriate tool for reviewing 
organisational relationships.
All stakeholders contributing resources to an organisation usually will look for 
return. Returns to stakeholders on the other hand are inextricably bound to the 
returns an organisation makes and its ability to finance rewards to resource 
contributors. Resources on which returns might be expected - among others - 
include finance, labour, knowledge, political backing, supplied components or 
simply access to sales and distribution channels. Analysing resource 
contributions in the near environment of an organisation therefore might also
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help in getting a precise understanding of relevant stakeholders. Porter (1980) 
in that context has developed a framework which - among other things - allows 
analysing the near environment of an organisation or market (Figure 12). Even 
though this framework concentrates on five sources determining competitive 
pressures, it may still be appropriate to address the justified critique of Kaler
(2006) by applying it as a stakeholder framework in order to structure and 
identify relevant stakeholder groups.
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Figure 12 -  Five forces model of Porter (1980)
2.6 Institutional Theory
This thesis is about new market players (more specifically MEU) that are 
required to deal with a lateral market entry onto the German broadband 
services market. Consequently, the insights this paper needs to deliver should 
also include aspects of organisational change and adaptation and the 
implication it has on the sustainable success of those lateral market entrants. 
This thesis therefore will draw on aspects of institutional theory as an 
explanatory tool for the relevant organisational change processes. Given that 
specifically in that context different management views exist which 
correspondingly reflect different conceptual approaches, the definition of 
institutional theory as such appears to be somewhat ambivalent (cf. Maki, 1993; 
DiMaggio and Powell, 1991). Therefore this chapter aims to highlight the most 
relevant aspects and assumptions behind these differing approaches in order to 
build a generic understanding of institutional theory and to argue for a 
conceptual framework being appropriate to back the later analysis of the cases 
within this study.
More recent streams within the domain of institutional theory use the concept of 
institutions in relation to transaction cost and agency theory. Transaction cost 
economics mainly argues that firms will select the governance structure that 
minimises the costs effecting a transaction (Williamson, 1998). It 
correspondingly is a theory of transaction coordination between and within 
business organisations in which coordination may lead to a certain degree of 
opportunism affecting the behaviour of the single market actor (Scapens, 1994). 
Still, even though Williamson (1998) acknowledges the importance of the
78
institutional environment in which the market actors operate, his view on this 
environment is somewhat limited. Langlois (1989) therefore on the one hand 
side appreciates the importance of considering transaction costs in processes 
of organisational change. On the other he still points out that more 
consideration has to be given to the external environment as well.
Starting point for any analysis of organisational change and adaption processes 
generally may be the question what role conformity of organisational structures 
plays in any industry specific setting. In that respect, DiMaggio and Powell 
(1983) point out that they clearly see a homogenisation of organisations 
(especially of new market entrants) called Isomorphism taking place which 
emerges as result of the structuration and formation of “organisational fields” 
within an industry. According to Hawley (1968) this kind of constraining process 
best relates to the idea of isomorphism, which assumes that one unit in a 
population resembles other units under the same environmental conditions.
Hannan and Freeman (1977) in that respect assume that it mainly is market 
competition for resources and customers as well as niche change resulting in a 
corresponding need for isomorphism within an industry. This specific concept 
can be amended by another more generic one derived from the idea that “the 
major factors organisations must take into account are other organisations” 
(Aldrich, 1979, p. 265). As a consequence it may be argued that in principal two 
types of institutional isomorphism can be differentiated: competitive (based on 
Hannan and Freeman’s assumptions) and institutional isomorphism (cf. Fennell, 
1980; Meyer, 1979).
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Generally, institutional theorists assert that - more profoundly than market 
pressures - the development of formal structures in an organisation is strongly 
influenced by the institutional environment. New, potentially innovative 
organisational structures which improve efficiency in the early-adopting stages 
of an organisation entering a market correspondingly are legitimised by its 
environment. In later stages, organisations entering the same market will adopt 
to these structural formations even if the form does no longer improve their 
efficiency. According to DiMaggio and Powell (1983) this is due to the fact that 
failure to adopt those structures otherwise is seen as irrational and negligent. 
Meyer and Rowan (1977) argue that these “institutional myths” are merely 
accepted ceremoniously in order for the market actor to gain or maintain 
legitimacy in the institutional environment.
DiMaggio and Powell (1983) distinguish three mechanisms of institutional 
isomorphic change: coercive isomorphism, mimetic isomorphism and normative 
isomorphism. It is these three mechanisms that according to them cause 
organisations to become increasingly alike in one specific industry field:
• Coercive Isomorphism
Coercive isomorphism relates to the formal and informal pressures that 
results from coercive authority. This coercive authority results from the 
organisation’s dependency on other organisations and the cultural 
expectations in the society in which the organisation functions.
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• Mimetic Isomorphism
DiMaggio and Powell (1983) argue that uncertainty is a powerful 
incentive for imitation. As a consequence one of the reasons that 
organisational structures tend to be homogenous is that there are not 
many different organisational models to imitate.
• Normative isomorphism
Normative isomorphism stems from pressures from professionalization 
and is impacted by “the extent that managers and key staff are drawn 
from the same universities and filtered on a common set of attributes” 
(DiMaggio and Powell, 1983).
Resulting from these elaborations it therefore may be summarised that the rate 
of institutional isomorphism is increased when market actors:
• are highly dependent on the institutional environment,
• exist under high uncertainty or ambiguous goals,
• rely extensively on professionals.
The three sources of isomorphic change (coercive authority, mimetic change to 
resolve uncertainty, and normative pressures) finally cause organisations to 
adopt comparable structures and practices. They compete not only for 
economic resources, but also for institutional legitimacy. However, the presence 
of institutional pressures does not mean that organisational structures are not 
also heavily influenced by other requirements. Therefore an area of conflict may
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open up between the technical requirements and the institutional requirements 
set on any market actor. DiMaggio and Powell (1983) as well as Meyer and 
Rowan (1991) therefore propose that organisations may decouple particular 
structural aspects of the organisation from its primary activities. By doing so, 
organisations can demonstrate compliance with norms and values in society by 
having structures and practices that are ceremonial, while the actual ways of 
working are not negatively affected. DiMaggio & Powell (1983) argue that this 
“decoupling” allows the organisation to address various institutional demands, 
while still be able to organise its primary processes more efficiently than it would 
be possible if adhering to all institutional requirements. In that context Siti- 
Nabiha and Scapens (2005) argue that decoupling can even create a stable 
organisation where the stability helps to create the further conditions to 
introduce change in the organisation.
Given that the idea of institutional isomorphism focuses on how and why firms 
conform to institutionalised beliefs it appears to be appropriate to make this 
conceptual framework subject to the analysis of organisational change and 
adaption processes undertaken in the course of the later data analysis.
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2.7 Summary
The participation of any MEU in the new broadband services market raises the 
question of what their individual business models ought to look like. This 
consideration consists of variables, such as whether services like IPTV or Smart 
Metering should be produced ‘in-house’, purchased as a wholesale service from 
a third-party supplier or not be offered at all (i.e. left to external market entities). 
Referring to what he calls an industry platform approach, Cusumano (2010a) 
emphasises that platform leaders need to decide which complementary 
products and services to create themselves and which to obtain from partners 
or users. According to Cusumano (2010a), an industry platform is based on a 
core technology provided by the platform leader and complementary products 
from an ecosystem of partner organisations, without which the core technology 
would be of no value to users. To Cusumano (2010a), such industry platforms 
are a key element for lasting business success in dynamic business 
environments.
In that respect, initial strategic conclusions can seemingly be drawn from pure 
economic evaluations. Given the fact that market players can drastically 
improve their operational margins by including applications and services (Oliva 
and Kallenberg, 2003) on top of an established Next Generation Access (NGA) 
broadband communication infrastructure (i.e. climbing up the value chain), 
vertically integrated organisation approaches often seem appealing (Sadowski 
and Nucciarelli, 2008). This nevertheless risks answering the question ‘Make or 
Buy?’ with a reduced -  even simplistic —‘just do it all’ reshaped business 
model. But the assessment process of a business engagement of this kind may
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require a more holistic approach beyond pure economic standards of 
evaluation. Considering cultural, sociological and political aspects in tandem 
may be equally important, even more so as scope economies in the 
infrastructure segment may require models of cooperation between different 
companies, rather than a sole-supplier environment.
2.7.1 Relevance of Business Models for MEUs
Since the telecommunications markets in Germany and most other European 
countries were deregulated in the late 1990s, not only new market players have 
entered the telecommunication services market, as the introductory chapter of 
this thesis has already pointed out. In fact, additionally a more profound 
structural change found its way into the industry based on technological 
evolutions. Referring to this change, Li and Whalley (2002) describe the 
situation before deregulation as being characterised by what they call “vertical 
pipes”, i.e. serving customers through autonomous proprietary networks for 
each basic telecommunication service. The telephone network carried voice 
signals only, while the LAN and WAN networks carried data and a separate 
broadcast network carried television signals. With the advent of IP technology 
as enabler for the internet, these previously separate network services slowly 
but surely merged into a single network platform and finally created a new 
“converged communication industry” (Schnorrenberger, 2008).
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Figure 13 -  The formation of a converged communication industry (Schnorrenberger, 2008)
This development encouraged the proliferation of content that is currently 
produced, distributed and consumed over the internet, which has in turn led to 
an explosion of data capacity in both the fixed line and wireless networks. 
Corresponding data capacities have thus become crucial, especially in fixed line 
networks, which not only directly connect subscribers to voice, data and video 
services, but also serve as backhaul entities for wireless networks (Krogfoss, 
Hanson and Vale, 2011). Given that most European countries lack fibre optical 
capacity (FTTH Council Europe, 2011), fixed line fibre optical access networks 
are and will continue to be required as an infrastructural basis (Chen and 
Wosinska, 2010). Therefore, there is and will be a strong need for 
corresponding network upgrades associated with considerable investments in 
telecommunication infrastructure -  a challenge that in the past was mainly 
addressed by the established telecommunication network operators, who
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through their “vertical pipes [...] provided all of the hardware, software, and 
services to more or less captive end users” (Li and Whalley, 2002).
Today, the established telecommunication operators offering internet access 
services over fixed line networks often find themselves trapped in flat-rate retail 
pricing schemes popularized in the 1990s at the start of competition. The 
network investments required to keep meeting the growing demand for data 
bandwidths described above, along with their existing business models, make it 
almost impossible for them to satisfy their shareholders (Cerra and James,
2011). These developments can thus be thought to have a strong impact on 
existing business models for the fixed line broadband services market.
This has more generally been confirmed by Reuver, Bouwman and Maclnnes
(2007), who in a comprehensive case survey found that technology and market 
forces -  both of which have played a key role in developments in the 
telecommunication market -  are the most important drivers of business model 
dynamics. In contrast to Ruble et al. (2011), who came to the conclusion that “if 
economic and social goals are the key drivers for policy interventions, the main 
focus should be on the improvement of the regulatory framework”, Reuver, 
Bouwman and Maclnnes consider regulations to play a minor role only. 
Established business models for the telecommunications market ought 
therefore to be examined carefully, especially with regard to their technological 
and market orientations, in order to understand how business success can be 
kept or reached in future. Overall this shows the relevance that business model 
considerations especially have for MEU laterally entering the broadband service
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market. Business models can thus be seen as the generic structuring tool for 
strategic decisions to be taken in order to be sustainably successful on the 
broadband service market.
The business model concepts reviewed in this chapter have tended to focus 
only on specific aspects of a business model. As a consequence, this paper has 
so far not managed to find a business model framework that comprehensively 
addresses all four business model components identified in Section 2.3.4.
2.7.2 Relevance of Value Network Theory for MEUs
As elaborated in this chapter, the supply side logic of the industrial era is no 
longer viable at a time when products and services have become more 
customer-centric and innovation cycles for products and services have speeded 
up drastically (Christensen, 2003). This means that formerly separated areas of 
competence and lines of business (both within and across companies) must 
now work together more often in an integrated manner in order to provide 
applications and services that can fulfil the innovation demands imposed by the 
market to be sustainably successful (Tankhiwale, 2009).
In light of the closer interaction between organisations and their direct and 
indirect environments, it no longer seems appropriate to derive organisational 
success from management strategies that focus purely on single strategic 
aspects, such as market-positioning or resource and capability adaptation. 
Rather, much more room for analyses on how organisations jointly generate 
value on different value generation levels have to be given. This is especially
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true for MEU that depend on other organisations in order to be able to generate 
value on those value creation levels that so far have not been their “home turf’ 
(such as broadband network operation and service delivery).
Most existing business model frameworks focus on single company scenarios 
though and do not consider such business network aspects and vertical 
integration across value creation levels. In fact, the majority of business model 
frameworks follow a static approach, especially in the broadband services 
market. The propensity to more static approaches in that market may be 
explained by the fact that prior to deregulation, national telecommunications 
markets in particular were characterised by stable legal and economic market 
conditions (Picot, 2006). This stability has in most cases shaped the business 
model of a local incumbent telecommunications network operator over decades. 
It is becoming more apparent than ever that business model frameworks for the 
broadband network industry need to undergo a paradigm shift in order to 
consider relevant environmental influences in a more holistic manner.
Only Demil and Lecocq”s (2010) model of dynamic consistency (see figure 6) 
and Conte’s (2008) business model framework for business value networks 
(see figure 11) cover at least three of the four business model components 
identified in this paper:
• Value proposition is clearly identified in both models.
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• Both models consider resources and competences as a building block on 
which both the value proposition and the internal and external 
organisation are built.
• Both models consider operational aspects, though not beyond the 
volume and structure of costs and revenues.
Elsewhere, Conte’s (2008) model considers aspects related to inter- 
organisational settings.
It thus seems useful to try to extend existing business model frameworks in 
order to adequately cover the specifics of the broadband services market and 
arrive at a framework that can help actors in that market to holistically analyse 
relevant business scenarios. Here the frameworks of Conte (2008) and Demil 
and Lecocq (2010) may serve as an appropriate starting point, given their 
comparatively high degree of comprehensiveness. They will need to be adapted 
and extended in order to reflect how environmental aspects impact key success 
factors and what challenges confront business models at a network level.
Considering how activities at a business network level impact the four 
components identified for single-company business models in Section 2.2.5, 
one may conclude that all four components are also affected by inter- 
organisational aspects, resulting in four major challenges. The following table 
(Table 2) summarises the major impacts on and resulting challenges of each 
business model component.
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Business Model Component Impact on Business Model Component in a Business Network Scenario 
(Resulting Challenges)
Value Proposition Commercial Model:
Value Proposition of single organization needs to fit into and contribute to the overall 
value proposition in a complementary interworking between organizations. 
Consequently the question around margin contribution and margin sharing arises.
Resources and Capabilities Innovation & Efficiency:
Resources and Capabilities of single organization need to fit into the overall social 
capital as well as structure of the value network. The degree of that fit impacts bot 
innovation and efficiency aspects of the overall network.
Operations Governance Asoects:
Operations of single organization needs to enable efficient operational structures 
even across organizations within the value network.
External Environment Inter-Oraanizational Dynamics:
Single organization needs to consider not only STEP environment, but also 
interrelationships between network organizations.
Table 2 -  Summary of Network Level Impacts on Business Model Components
2.7.3 Relevance of Stakeholder and Institutional Theory for MEUs
Fransman (2001) has already provided a preliminary analysis framework, which 
reflects an attribute of the telecommunications industry. He holds that before the 
liberalisation process, the telecommunications industry was structured into three 
different layers: the equipment layer, the network layer and the services layer. Li 
and Whalley (2002) state that these three layers were previously the remit of a 
single telecommunication provider in a “vertical pipe”. An overall customer value 
could thus be created by means of three clear-cut, interlinked value creation 
levels, each adopted by more than one organisational entity. Considering the 
emerging dynamics associated with existing business models in the industry, 
this almost automatically leads to a discussion of the relevant degree of vertical 
integration and the cooperation between the different levels of value creation. In 
that context, Howell, Meade and O’Connor (2010) point to similarities in the 
electricity sector and its experiences with structural separation. Whereas they 
contend that vertical separation in the electricity sector has “failed to perform as 
expected”, Troulos, Merekoulias and Maglaris (2010), in a study on municipal 
broadband networks, recommend it as a means of resolving the hold-up of
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broadband network investments in Greece, by unbundling the passive network 
infrastructure from the other two value creation layers.
Taking this industry specific context as a starting point, it soon becomes clear 
that an analysis of successful business strategies in the broadband service 
market must consider aspects of vertical integration across different levels of 
value creation. For instance, the margin contribution linked to the services layer 
of the value chain compared to that of the lower infrastructure layers may look 
more promising to market participants (Oliva and Kallenberg, 2003). This even 
more so as controlling the services layer not only means ‘owning’ the end 
customer relationships, but also collecting the customer revenue streams so as 
to refund the other layers of the value chain. However, it is not possible to 
completely decouple the services layer from the technological infrastructure it is 
based upon, as higher service levels depend on the right conditions and 
incentives to build and maintain the necessary infrastructure (Teppayayon and 
Bohlin, 2010). Therefore, successful business operations in the field of 
broadband services today require the interrelationship of the different value 
creation levels to be reflected in the applied organisational structures.
The fact that successful business strategies in the broadband service market 
must consider aspects of vertical integration across different levels of value 
creation almost automatically includes considerations of stakeholder theory. 
Given the fact that each single value creation level produces a specific set of 
(wholsesale) products, it will be crucial to understand the different stakeholders
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that finally impact the generation of those products on each single value 
creation level.
Moreover, MEUs entering the new broadband services market face major 
challenges in their corresponding transformation processes. Since these 
companies do not start ‘green field’ ventures in the new market, but instead 
bring organisations, processes and business networks affected by past market 
conditions with them, attention must be given to a structured transformation 
approach. Hamel (2002) states that companies in such radically changing 
environments need to innovate their overall business concepts in order to get 
into or successfully stay in business. Innovative activities need to be integrated 
across organisational boundaries in order to gain a competitive advantage from 
innovation (Dodgson, Gann and Salter, 2002). In fact, the increasing demand 
for innovation quickly turns the fairly straightforward aim of ’simply' adapting to a 
new vertically integrated business model into a multi-dimensional transformation 
programme with sociological, cultural and political dimensions. This is especially 
true given the fact that the affected companies possess different established 
assets, resources and positions, and will therefore often struggle with ideas 
requiring a very different configuration of them (Chesbrough, 2006).
Considering that MEUs as lateral market entrants first of all will be required to 
get to corresponding value creation structures (starting from the value creation 
structures in their native energy market), institutional theory in parallel may be 
of help as an analysis tool with regard to the organisational transformation 
process.
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3 Methodology
3.1 Introduction
This research project has a qualitative orientation and is framed by a 
constructivist research paradigm, using Grounded Theory as research strategy 
which in this case was adapted in the prediction phase. The analysis phase 
consists of 25 semi-structured, in-depth interviews in a multiple case study 
approach. The following table summarises the overall research design, which 
will be elaborated and justified in more detail in the subsequent sections of this 
chapter.
Component of Research Structure Case Specific Selection
Research Paradigm Constructivism
Overall Research Strategy Grounded Theory (adapted in the prediction phase)
Specific Research Strategy Multiple Case Studies
Method of Data Collection Semi-Structured Interviews
Table 3 -  Summary of Overall Research Design
3.2 Research Design
3.2.1 Research Paradigm
As the research analysis in this project deals with the evolution of business 
model frameworks derived from infrastructure markets underlying dynamic, on­
going market developments and the evolution of a new market, it would be 
initially short-sighted to use a reductionist approach focusing only on certain 
analytical aspects. Rather, all relevant sociological, economic and political 
trends influencing market developments and accordingly shaping business 
model frameworks ought to be considered. Since context sensitivity and a 
holistic research approach are key elements of the research project, it seems
natural to choose phenomenology because it supports these characteristics 
(Remenyi, 1998). The advantage of a holistic approach lies in its ability to 
create a complete picture of the future business model frameworks. 
Nonetheless, a more reductionist approach may increase the reliability of the 
findings. In any case, qualitative research under a phenomenological paradigm 
is not inherently weaker or less rigorous than quantitative research, as 
judgements of ‘good practice’ in research cannot be made without reference to 
the social and political context (Symon and Cassell, 2004).
Another aspect underlying the choice of this paradigmatic orientation is the fact 
that as a business consultant, the author is personally engaged in the market 
under analysis. As the findings derived from that analysis will constitute the 
reference points for the corresponding business model evolutions, he is 
inevitably a stakeholder, bringing his personal perceptions and values to bear 
on the research findings and the responses of interviewees, as opposed to 
relying on hard facts only. Any claims to objectivity would thus be intellectually 
dishonest. These factors support a grounding of the research in a 
phenomenological paradigm from both an epistemological and axiological point 
of view.
In addition, the nature of the industry environment in question, with its 
fluctuating market developments, renders any attempts to predict what the 
future market will look like somewhat pointless. In fact, the future market will be 
constructed by the stakeholders’ knowledge gained through the research 
process and their personal perceptions of the situation. According to Thietart
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(2001), this supports a constructivist orientation as part of a phenomenological 
paradigm, as reality is constructed through the act of knowing rather than 
imparted by an objective perception of the world.
In view of the above, constructivism seemed the most appropriate option and 
paradigmatic orientation for the research activities conducted as part of this 
paper.
3.2.2 Research Approach
This research project is based on a constructivist paradigm. This means turning 
away from the pure observation of the empirical world and towards the 
construction of explanations and theories. Before deciding on a specific 
research design, the detailed research purpose must be clarified in order to 
keep function and design consistent.
Saunders et al. (2009) present three research purpose directions: exploratory, 
descriptive and explanatory studies. The chief purpose of the activities in this 
paper will be of an explorative nature, in order to identify assumptions on 
general patterns of market trends and their corresponding impact on business 
model frameworks, including strategic, organisational and business network 
aspects. In other words, theory first of all has to be developed. This means that 
an inductive rather than deductive approach seems more appropriate as a 
starting point for the research activities, as the theory does not currently exist, 
and will thus have to be developed in the course of this paper. In choosing this 
approach, the researcher must be aware that deriving general market patterns
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and their consequences for relevant market participants from the estimations of 
market individuals may lower the reliability and transferability of results. This 
awareness needs to be reflected in the choice of the research methods applied.
3.2.3 Overall Research Strategy
Taking up these points on general research approaches, grounded theory 
appears to be the most appropriate research strategy to guide the research 
activities.
According to Corbin and Strauss (1990), grounded theory is a research strategy 
that aims to provide a thorough explanation and description of social 
phenomena under study without an initial theoretical framework. This definition 
seems to imply that grounded theory is best suited to inductive research. Yet 
Lansisalmi, Peiro and Kivimali (2004) assert that it can also be used in an 
approach that applies a priori concepts, even if the research project comprises 
inductive and deductive research parts. Based upon an iterative process with 
interaction between data, analysis and theory, grounded theory first generates 
predictions which are then tested in further observations to be confirmed or 
refused (Thietart, 2001). Iterations in the prediction phase involve the 
disaggregation of collected data into categories (open coding), the process of 
recognising relationships between these categories (axial coding) and finally the 
integration of categories (selective coding) to produce a theory (Saunders et al., 
2009).
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This paper therefore chose grounded theory, based on specific research 
questions, as the overall research strategy under which specific theories will be 
formulated in an inductive research approach, without any theoretical model 
guiding the corresponding data collection activities. In a slight adaptation of 
Corbin and Strauss’ (1990) ideas, the coding activities will consider existing 
business model frameworks and theories from the literature during the 
prediction phase. This adaptation may be seen as enhancing the overall quality 
of theory formation. This is mainly because the results derived from the 
empirical data collection are integrated with theoretical findings from sound 
academic work. One could perhaps even think of it as a sort of triangulation.
The structural conceptual scheme of grounded theory will therefore guide the 
research project as a whole. Greater precision is nonetheless needed regarding 
the specific research strategy through which data is collected and fed to the 
three coding stages of grounded theory (open, axial and selective coding), with 
particular respect to the prediction phase. This consideration is a prerequisite to 
achieving a “theoretical saturation” (Glaser and Strauss, 1967) as well as a 
testable theory, and will be examined in more detail in the next section. The 
structuring of data in the course of the coding process followed a thematic 
analysis approach as this offered an accessible and theoretically-flexible 
approach to analysing qualitative data (Clarke and Braun, 2006). This thematic 
analysis comprised four rounds of data analysis starting with the exploration of 
key themes and more general findings in the first and second round that then 
were narrowed down by looking at the two case specifics in round two. This 
finally led to a comparison of the two cases in round three.
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3.2.4 Specific Research Strategy
As case studies are research strategies providing a rich understanding of the 
context of the research and the processes being enacted (Morris and Wood, 
1991), they help to illuminate the theoretical issues under study. As Chapter 1 
of this paper has argued, the market developments under analysis are not 
isolated from market organisations or individuals, but rather act upon them and 
upon themselves. Since case studies are especially useful in situations where it 
is important to understand how the organisational and environmental contexts 
impact social processes (Hartley, 2004), they will be chosen as the research 
strategy within an inductive research approach for this study. As a case study is 
a research strategy and not a method, one must clearly define which methods 
will be used to approach the complex research phenomena. Yin (1994) notes 
that ideally, multiple methods should form part of a case study, given the 
complexity of the typical phenomena analysed. The aspects of method selection 
will be discussed in more detail later. At the strategy level, therefore, a multiple 
case study design appears best suited to the newly developing market 
originating from the merge of three separate industries under analysis. 
Consequently, this paper opted for two case studies comprising market players 
from either the IT, Telecommunications or Utilities sectors. The data collected 
will then be broken down and formed into a theory through the iterative process 
of grounded theory.
3.2.5 Data Collection Method
The inductive research part of this paper aims to make use of certain relevant 
case studies in order to get an understanding of the developments currently
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taking place in the German telecommunications market, and to interpolate them 
so that requirements can be derived for business model theory in value network 
settings. As Patton (2002) remarks, interviews may generally be used to find out 
things from people that cannot be directly observed. They are thus well suited to 
this paper’s ambit, as the future market conditions are subject to individual 
perceptions and cannot be observed today, i.e. they can only be anticipated by 
analysing the estimations and experiences of representative and active market 
individuals. This is a key characteristic of qualitative analysis (Hussey and 
Hussey, 1997) and makes interview-focused research methods appropriate to 
this paper’s inductive research approach, as they allow us to share and give 
shape to another person’s perspective (Patton, 2002).
This paper sought to apply a structured yet flexible research method for the 
collection of data, in view of the coding activities in the prediction phase of 
grounded theory. Semi-structured interviews thus appeared appropriate, as they 
allow for a list of themes and questions to be set up and used during the 
interviews on the basis of the results from the previous literature review. In 
semi-structured interviews, some questions may be omitted if a specific 
organisational context is encountered in relation to the research topic.
Moreover, the list of themes may vary from interview to interview (Saunders, 
2009), so that according to the overall research strategy of grounded theory, an 
iterative process in which data, analysis and theory formation interact becomes 
possible. King (2004) states that the recruitment of participants to a qualitative 
interview will strongly depend on its epistemological position.
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In light of the constructivist approach of this paper, a holistic and explorative 
process lends itself to a limited number of interviews, which also seems more 
feasible from a time perspective. Consequently, it was planned to have at least 
a minimum of eight semi-structured interviews with executive decision makers 
from the telecommunications and utility sectors per case study. The 
interviewees were selected on the basis that they should represent the overall 
value network through which services are generated and provided to the 
market, and thus ideally comprise executive managers from every organisation 
in the value network.
Given that flexibility is at the heart of grounded theory (Glaser and Strauss, 
1967), each new unit of observation is selected according to the results of 
analysis carried out in the preceding units. This results in a process whereby 
data collection and data analysis are carried out almost simultaneously, so 
frequent returns to the literature will be necessary to explain new facts that are 
found (Thietart, 2001). Therefore, in addition to the initial literature review, a 
continuous literature review constitutes another methodological pillar of 
inductive research. Taken together, this should result in a stable theoretical 
framework that can then be tested in a subsequent, more deductive study.
3.3 Data Collection Process
As the previous section mentioned, this paper made use of triangulation in order 
to ensure a modest degree of reliability and transferability regarding the 
analysis results. The variant of data triangulation was applied in this research
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project and occasioned by the choice of two in-depth case studies. Analysis 
data could thus be derived from two different data sources.
Semi-structured interviews were used to collect data for the two case studies 
under analysis. This enabled the interviewer to adopt an interview structure 
through a list of themes and questions, and left him free to adapt the interview 
in case additional relevant information was or could be provided by the 
interviewees. Given that this research project in principal aimed at a more 
exploratory analysis of business model aspects in value network settings, this 
approach seemed appropriate and feasible (Saunders et al., 2009). As with any 
other research procedure, this means of data collection has its weaknesses, 
which in this case are linked to the representativeness of the results being 
drawn. The researcher was accordingly aware of this drawback throughout the 
study, especially when analysing the data and drawing his conclusions.
In case study one, fourteen semi-structured in-depth interviews were performed 
face-to-face with executive managers from the different network organisations. 
Based on the content discussed during and the outcome of these interviews, 
the list of themes and questions was slightly adapted in order to incorporate the 
experiences and knowledge garnered in case study one for the analysis of case 
study two.
In case study two, eleven semi-structured in-depth interviews were performed 
face-to-face, once again with executive managers from the different network 
organisations. In comparison to the first interview series, a more open interview
101
style was applied. This was not initially planned, but developed in the course of 
the interviews as a result of the learning curve that the interviewer had gone 
through during the interview sessions in case study one.
All in all, the semi-structured interviews covered 24 questions each (see 
Annexe), which prior to the interviews were extensively checked by the 
researcher’s supervisors in order to check for coherence regarding aspects of 
validity and reliability (also see below). The questions were structured on the 
basis of initial findings from the literature review. On the one hand, therefore, 
they reflected the main building blocks relevant for business model frameworks. 
On the other hand, with regard to content they covered the value network 
challenges of ensuring an appropriate commercial model, ensuring innovation 
and efficiency, getting governance aspects right and coping with inter- 
organisational dynamics. Overall, the interview questions and structure sought 
to:
1) Understand whether the challenges identified in the course of the 
literature review, when transforming from single-company to multi­
company business models, could be confirmed by the representatives of 
the value network organisations,
2) Understand whether the building blocks of relevant business model 
frameworks (discussed in the course of the literature review) could be 
confirmed as being relevant and existent in the interviewee’s business 
reality,
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3) Identify whether all of the afore-mentioned challenges were reflected in 
the building blocks of the existing business model frameworks, or 
whether adaptations or amendments of these building blocks were 
necessary.
An appointment was made by telephone at least four weeks before each 
interview session. The interviews were scheduled to last about one hour, so a 
time slot of one and a half hour was booked with the interviewees in order to 
account for potential time overruns.
Two weeks before the interview, a formal confirmation letter was sent out to the 
interviewees via e-mail (see Appendix) confirming the date and time of the 
interview. This confirmation letter included a short description of the research 
topic and intention, the rough aspects the interview would cover and a formal 
assurance of confidentiality. The confirmation letter was thus meant to enable 
the interviewees to prepare for the interview sessions. It also pointed out that 
the interviews would be recorded for convenience and data quality purposes, 
subject to the interviewee’s consent.
All of the interviews were recorded and then transcribed by a professional 
transcription agency within a few days. In parallel, the interviewer took notes 
during the interviews of the most important aspects covered. This procedure 
was meant to reduce bias from the misinterpretation of answers to a minimum.
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3.4 Case Study Sampling
The literature review in Chapter 2 of this paper identified four challenges 
confronting a business model if it transitioned from a single-company to a multi­
company setting (value network). These four challenges are concerned with 
aspects of cost and margin sharing (commercial model), innovation and 
efficiency, inter-organizational dynamics and governance. In consequence, the 
chosen case studies should feature value networks where these aspects are 
present and can be analysed.
Furthermore, given that these challenges appear to be of even more relevance 
for market players that just enter the broadband service market requiring a set­
up of completely new value networks, case studies were selected where this 
has been the case. At the time of writing, such major business model changes 
were especially true for the German broadband service market in particular (see 
Introduction), where municipal electricity utilities (MEU) had entered and 
entered the market. Consequently, the case studies were chosen from that 
industry context.
In summary, the case studies selected as purposive samples had to:
• reflect a value network (i.e. different organisations working together in an 
inter-organisational mode to generate and promote a joint value 
proposition),
• be from the broadband service industry,
• comprise commercial model aspects (one joint product or service should 
be sold to customers, requiring revenue/margin sharing agreements),
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• comprise aspects of innovation and efficiency (each organisation in the 
value network must contribute to the overall value proposition of the 
entire value network).
• comprise aspects on inter-organisational dynamics (inter-organisational 
relationship should be structured so that changes in one organisation 
impacts others),
• comprise governance aspects (a certain governance structure between 
organisations in value network should be in place),
Chapter 4 of this paper will introduce the two case studies and their boundary 
conditions -  which will be of relevance for the subsequent analysis -  in detail. 
These two cases were chosen because in the first one the MEU did not 
succeed in the broadband services market, whereas the second one did. At the 
time of analysis, the first case had been involved in the broadband services 
market for three years, whereas the second case had been active in the same 
market for over ten years. The choice of cases thus contributes towards the 
generalisation of results, as a successful and longstanding case is analysed in 
conjunction with one less successful and less durable.
3.5 Validity Aspects
There has been a broad discourse over the years on what validity means for 
qualitative analysis. Various authors have created different typologies of validity 
for qualitative research (Maxwell, 1996; Morse et al., 2002), resulting in two 
main factions.
On the one hand, positivism-centric investigators were more concerned with 
psychometric instruments requiring both internal and external validity, as well as 
objectivity (Guba and Lincoln, 1981). On the other hand, phenomenology- 
centric investigators stressed the importance of capturing the different views of 
people that either participate in or conduct a study (Creswell and Miller, 2000).
In this regard, Denzin and Lincoln (2003) concluded that in qualitative research, 
the traditional positivist criteria of internal and external validity need to be 
replaced by terms such as trustworthiness and authenticity.
No matter which side researchers eventually take, it is beyond dispute that 
rigour in data collection and analysis must always be at the centre of interest to 
establish both reliability and validity, especially in qualitative research projects 
(Morse et al., 2008). Therefore, in order to harmonise the validity discourse in 
qualitative research and to bond together the different viewpoints, Creswell and 
Miller (2000) developed a scheme to choose appropriate validity procedures for 
qualitative research activities. They were thus able not only to map the 
continuum from positivism to phenomenology onto one single scheme, but also 
to incorporate different viewpoints for validity.
Depending on what they call the “lens” of the researcher on the one hand, and 
the researcher’s paradigm on the other, they categorised nine validity 
procedures (triangulation, member checking, audit trail, disconfirming evidence, 
prolonged engagement in field, rich description, researcher reflexivity, 
collaboration and peer debriefing) in a matrix, which is depicted in Figure 13.
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Paradigm assump- 
tion/Lens
Postpositivist or 
Systematic Paradigm
Constructivist
Paradigm Critical Paradigm
Lens of the 
Researcher
Triangulation Disconfirming
evidence
Researcher
reflexivity
Lens of Study 
Participants
Member checking Prolonged engage­
ment in the field
Collaboration
Lens of People Ex­
ternal to the Study 
(Reviewers, 
Readers)
The audit trail Thick, rich 
description
Peer debriefing
Figure 14 -  Validity procedures for qualitative research (Creswell and Miller, 2000)
Following Creswell and Miller (2008), and given the constructivist paradigm of 
this study, three validity procedures stand out for validating the analysis results 
of this paper: disconfirming evidence, prolonged engagement in field and rich 
description. Out of these three pre-selected validity procedures, the procedure 
of disconfirming evidence was chosen to ensure a high degree of validity in the 
coding phase of this study. In the terminology of Creswell and Miller (2008), this 
choice complies with the lens of the researcher. This procedure was chosen for 
the following pragmatic and methodological reasons.
On the one hand, given the multitude of network companies analysed in two 
different case studies, it would not have been possible to take on the “lens of 
the study participants” and spend enough time at all the related research sites 
in order to build the level of trust that “adds salience to what could appear to be 
little more than a mindless immersion” (Maggs-Rapport, 2000).
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On the other hand, considering that methodologists such as Hammersley 
(1992) have indicated substantial difficulties with verifying qualitative research 
results by referring them back to the study participants or external readers, this 
approach was seen as a potential threat to validity. Rich descriptions focus on 
validity confirmation from external reviewers, and the application of this 
procedure automatically results in a downstream or subsequent confirmation of 
validity. This is because detailed descriptions provided to the external examiner 
must first be assembled by the researcher in the course of the data analysis. 
Although Lincoln and Guba (1985) justify this kind of “checking” as an 
appropriate means of ensuring validity, it nonetheless represents a break with 
the epistemology of qualitative enquiry. In consequence, Guba and Lincoln
(1994) tried to address the imperfections of their initial theory by adding 
additional checking criteria later. This study has in general chosen to follow 
Morse et al.’s (2002) argument that there are incalculable challenges adherent 
to such post-hoc evaluation strategies, as they avoid focusing on the process of 
verification during the analysis phase and therefore contain the risk of “missing 
serious threats to the reliability and validity until it is too late to correct them”. 
This paper thus opted for the lens of the researcher and chose disconfirming 
evidence as the validity procedure.
3.6 Ethical Considerations
A researcher’s ethical responsibilities are reflected in the triangle of academic 
integrity, honesty and respect for others, and should constitute the basis for 
planning and executing the various research activities (Punch, 2006). According
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to Saunders et al. (2009), these issues can be identified during four major 
stages of the research process:
1. Design and Gaining Access,
2. Data Collection,
3. Data Processing and Storage,
4. Data Analysis and Reporting.
In most cases, not all sources of data in stage two can be directly accessed by 
the researcher in stage one. Instead, access has to be gained via personal 
networks. More specifically, this means that potential interviewees will only 
decide to take part in the data collection activity if they are approached by a 
person in their network whom they trust. This also means that the researcher 
must ensure that consent is informed. Both the contact person and the potential 
interviewee need to be fully informed about the research, its aims and the 
subsequent use of its results (Punch, 2006). This study ensured this by setting 
up an introductory letter describing the project, the data sought after, the data 
analysis process and the planned publication process of the final results. This 
letter was distributed every time a new person was contacted for research 
purposes.
Regarding stages two and three, both confidentiality and clarification of data 
ownership are crucial. All research contributors were thus assured that all 
personal as well as company information would be safeguarded and not 
misused. This entailed the researcher not sharing any collected data with third 
parties unless explicitly reconfirmed with the affected person. Confidentiality 
agreements were also drawn up and signed as required or requested.
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Moreover, interviewees could at any time stop the interview and even demand 
that any data already gained be deleted.
Regarding data analysis and reporting, it is crucial that the results obtained do 
not affect individual providers of data negatively (Saunders et al., 2009). This 
does not mean that results logically inferred from the analysis should not be 
published if they risk having a negative impact. Rather, it means that the results 
should be presented in such a way that the identities of the persons contributing 
to the results cannot be determined by any means. Consequently, the 
researcher will send the final document to the interviewees before publication 
as a sign of good faith.
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4 Case Study Analysis
4.1 Introduction
In accordance with the methodology described in Chapter 3, this chapter 
comprises a comprehensive analysis of twenty-five in-depth interviews that 
were performed in the course of this research project. The present analysis of 
these interviews lays the basis for the subsequent conclusions that will be 
drawn with regard to the initial research questions.
First, the two case studies subject to the overall analysis will be introduced. The 
general frame conditions of the interview setup will then be presented. This will 
be followed by an explanation of how the coding of the qualitative data material 
was performed and which analysis structures could be derived from this coding 
exercise by using specific analysis software for qualitative research analysis. 
Once these basic conditions have been outlined, relevant key themes will be 
introduced and corresponding analysis results presented. Finally, a summary of 
key findings will be made and subsequent conclusions drawn.
For confidentiality reasons all company names mentioned in the case studies of 
this thesis are pseudonyms. The pseudonyms will be introduced in the course 
of the case study introductions in the following two sections.
4.2 Case Study 1
In 2001, a local utility company in southern Germany and one of the five largest 
energy suppliers in the country (henceforth ‘Supra Utility South’) combined their 
complementary competences in the fields of electricity, gas and fresh water
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distribution and jointly founded a new company in which each party now holds a 
50% stake (henceforth referred to as ‘NetCo 1 Holding’). This company now 
supplies a small city (about 33,000 inhabitants) in southern Germany 
(henceforth South City) with energy and fresh water and also supplies five 
surrounding municipalities with gas. NetCo 1 Holding thus currently supplies 
about 19,100 households in total and some businesses with electric power.
In accordance with the regulatory obligations of ‘legal unbundling’, on 1 January 
2007 NetCo 1 Holding separated its existing business segments and transferred 
its distribution system operations to a wholly-owned subsidiary called NetCo 1, 
which in this capacity operates under the German Energy Industry Act. This 
comprises the planning, building, development and marketing of electric power 
and gas distribution networks.
In 2009, NetCo 1 entered the telecommunications industry by actively building 
and operating broadband network infrastructure in the region of South City.
Right from the start, the company decided to build a fibre optic network 
connected to the homes of their customers (“fibre to the home -  FTTH”) instead 
of the distribution nodes along the streets. The network has since been 
extended to several consumers and enterprise customers. In order to be able 
also to offer telecommunications services to these connected customers, NetCo 
1 founded its own brand (henceforth ‘SouthCom’) through which it offered the 
two basic telecommunication services of voice and data. In the second half of 
2010, digital video services were also introduced to its network, so that a full 
basic triple-play service can now be offered to its customer base.
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In its business model, NetCo 1 focused on infrastructure, while the entire 
network operation and service offering to its customers was managed by an 
external partner company (‘Network Operator South’) located in another town, 
about 100 km away from South City. The network planning for the infrastructure 
was handled by a local network planning company (‘Network Planning South’). 
Yet end customers interacted with a single brand and service only: SouthCom. 
Marketing and sales for the enterprise customer segment was delegated to ‘IT 
Service South’, a local company focusing on IT consulting.
The roll-out plan originally covered the connection of 10,000 household to the 
new fibre optic network in and around South City over five years from the 
moment of market entry. This enabled households to get data rates of up to 150 
megabits per second, and business customers up to 2.4 gigabits per second 
downstream. These data rates were the result of a network built on a FTTH 
infrastructure. However, the passive infrastructure was run on a so called open 
access model, which meant that other service providers could also get access 
to the customer base once a contract with NetCo 1 was made.
The main reasons for NetCo Ts entry in the field of telecommunications were 
two-fold:
One, many rural areas around South City had no appropriate broadband 
coverage at all and no prospects that existing market participants would bother 
to intervene. There was thus some political pressure on NetCo 1 to get 
involved.
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Two, entry into the telecommunications also meant an extension of NetCo Ts 
existing service spectrum as a distribution system operator, giving it the 
possibility to gain access to market shares in industries other than energy.
Overall, since 2009 NetCo 1 has spent twelve millions euros for the roll-out of 
the fibre optic network, connecting 3,200 houses and 1,000 customers. The 
automatic controlling of the electrical power, gas and fresh water networks 
through the fibre optic networks is prepared in parallel. After its initial business 
failed, mainly due to a lack of consumer and enterprise customers, NetCo Ts 
telecommunications activities were put on hold at the end of 2012 and a severe 
restructuring programme ensued.
This case study observed the value network outlined above and the 
corresponding interactions between the network companies Supra Utility South, 
Utility South City, NetCo 1 Holding, NetCo 1, Network Operator South, Network 
Planning South, Network Construction South, Cloud Service South and IT 
Service South. The common value proposition they jointly created was the 
triple-play offering for end-customers connected to the fibre optic network.
4.3 Case Study 2
NetCo 2 was founded in 1997 as a regional telecommunications service 
provider. At the time, it was a wholly owned subsidiary of NetCo 2 Holding, the 
local utility and transport holding company serving the region in and around 
‘Centre City’ in central Germany. NetCo 2 was founded to support Netco 2 
Holding’s strategic aim of opening a new market through technological
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innovations on the one hand, and to herald a change to more customer-oriented 
approach on the other.
After deregulation of the German telecommunications market in 1998, NetCo 2 
Holding decided to establish a strategic partnership with a national German 
telecommunications service provider (‘Nationwide Telco (NT)’) and 
consequently sold 51% of NetCo 2’s shares to it. NetCo 2 Holding sold more of 
its shares at the end of 2001, so that NT increased its overall share to 74.8%.
The major reason for this strategic cooperation lay in expected synergies 
between the two companies. At the time, NetCo 2 had already become a 
successful regional player in the market in and around Centre City. Further 
growth seemed to depend on forming a partnership with a national 
telecommunications provider. Given that NT already had a comprehensive 
product portfolio for both the consumer and enterprise customer segments, 
NetCo 2 was exposed to benefits of scale and was suddenly able to promote 
products comparable to those of competitors independent of customer 
segments. This arrangement also strengthened NT’s presence in the second 
largest economic region in the centre of Germany.
NetCo 2 brought a customer base of about 3,000 consumer and enterprise 
customers to their partnership with NT, along with local and well-known 
branding, proximity to customers and regional know-how in network 
deployments. Another NetCo 2 Holding subsidiary, ‘EnergyNet’, remained an 
important partner company in infrastructure construction. As a power network
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operator, EnergyNet builds and maintains energy networks in the region in and 
around Centre City. Corresponding infrastructure construction synergies were 
thus expected.
In 2009, ‘Nationwide Telco’ was integrated into one of the largest German 
mobile operator companies (henceforth ‘MobileOp’) and so NetCo 2 became a 
joint corporate entity of MobileOp and NetCo 2 Holding, with the latter still 
owning 25.2% of NetCo 2’s shares. MobileOp was the first fully integrated 
telecommunications service provider (fixed and mobile network) in the German 
market, and has a product portfolio comprising all relevant mobile and fixed 
network services. As a result, NetCo 2 was able to sell mobile network products 
and become a regional full services provider.
NetCo 2 follows a split infrastructure deployment strategy: in Centre City -  given 
the high population density and strong competition -  they aim to reach all 
possible customers on the basis of a fibre network connected to every house or 
flat, so that products based on data bandwidths speeds of up to 100 megabits 
per second can be offered. In the countryside, their strategy is to access the 
distribution nodes from the incumbent telecommunications operator, given that 
infrastructure deployments to the customers’ houses in the countryside are 
linked to much higher deployment costs per user. In addition to this fixed 
network approach, MobileOp mobile phone services are offered so that a full 
‘quadruple play’ offering is possible.
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At the time of this study, MobileOp employed 12,000 employees operating in 
eight German regions. It earned revenues of 9,545 billion euros from a total of 
39,852 million customers. NetCo 2 employed 28 employees with a regional 
customer base of 48,000 consumer and enterprise customers and revenues of 
14,200 million euros.
This case study observed the value network ensuring NetCo 2’s product 
offering in the regional market and the corresponding interactions between the 
network companies. Apart from NetCo 2, these companies are: NetCo 2 
Holding, EnergyNet, MobileOp, Network Planning Centre, Sales Service Centre, 
Network Construction Centre and Supra Utility Centre. The common value 
proposition they create is the quadruple-play offering for both the consumer and 
enterprise customer in the region in and around Centre City.
After completion of the analysis of this case study, NetCo 2 Holding in April 
2013 bought back the 74.8% of shares from MobileOp, with the result that at the 
time of completion of this study, NetCo 2 is once again a wholly owned 
subsidiary of NetCo 2 Holding.
4.4 Relevance of Case Studies selected
In terms of the relevance of the case studies chosen, both cases are examples 
of value creation systems. Moreover, the value creation structures can be 
considered as typical of the way new telecommunication operators appeared on 
the scene in Germany, especially in the first decade of the 21st century. The 
contrasting successes of the two companies represent a crucial difference that
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will help to draw conclusions on the successful implementation of business 
models in the German telecommunications infrastructure market (derived from 
differences in operation).
With regard to similarities, in each case a power utility company is the mother of 
a daughter company pursuing activities in the telecommunications industry 
initiated by the mother company. The power utility companies entered this new 
industry because they were attracted by the infrastructural aspect of the 
telecommunications industry. They see their involvement in the 
telecommunications market mainly as a natural continuation and extension of 
their existing infrastructure business model into a comparable sector. The C- 
level managements of both power utility companies in particular expected high 
synergies between the infrastructures of the power and telecommunications 
industries. Both companies debuting in the telecommunications market were 
regional operators, i.e. providing services within a radius of 100 km from their 
home base.
With regard to major differences, NetCo 1 is the telecoms subsidiary of NetCo 1 
Holding, but is also a power network operator (i.e. one company operating in 
two industries). For its part, NetCo 2 operates exclusively in the 
telecommunications industry, while its sister company (EnergyNet) handles 
power network operations.
Where NetCo 2 strictly based its investment decisions on project-related 
business case analyses, NetCo 1 was often influenced by political factors
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impacting its strategic and operational decisions. In terms of technology, NetCo 
2 focused on all relevant fixed network access technologies (and so was able to 
handle necessary infrastructure investments in line with the related market 
potential), whereas NetCo 1 focused on one access technology only, i.e. Fibre 
to the Home. At the time of this study, NetCo 2 could be considered as having 
been successful in implementing its telecommunications business model, 
whereas NetCo 1 clearly could not.
4.5 Interview Methods
The twenty-five interviews were split between the two case studies as follows:
• Fourteen in-depth interviews were performed for the case of NetCo 1.
• Eleven in-depth interviews were performed for the case of NetCo 2.
The interview lengths varied from 42 minutes to 66 minutes, with an average 
length of 50 minutes.
Since the interviews sought to understand business network structures, the 
interviewees were selected according the variety of companies involved in each 
case and their contribution to the overall value proposition. The interviews in 
both cases thus comprised different companies from the fields of infrastructure 
planning, infrastructure leasing, infrastructure construction, telecommunications 
network operation, energy supply, application services and product sales.
This led to the distribution of companies across the two case studies in line with 
their field of expertise as depicted in Table 4.
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Field of Expertise
Infrastructure
Planning
Infrastructure
Leasing
Infrastructure
Construction
Network
Operation
11 UJ M ApplicationServices ProductSales
Companies analysed in 
specific fields of expertise 
in Case Study 2 
(NetCo 1)
✓ ✓ ✓ ✓ ✓ ✓ z
Companies analysed in 
specific fields of expertise 
in Case Study 2 
(NetCo 2!)
✓ ✓ ✓ y ✓ z z
Table 4 -  Distribution of analysed companies according to fields of expertise
The interviews were performed with either C-level managers (71.4% for NetCo 
1 and 45.5% for NetCo 2) or n-1 level managers (18.6% for NetCo 1 and 54.5% 
for NetCo 2). This was to ensure that relevant strategic perspectives would be 
reflected in the answers given by the interview respondents.
In order to gain extensive and meaningful information from the interviewees, an 
effort was made to host them in a comfortable and known surrounding and 
avoid exposing them to an unfamiliar interview environment. Therefore, all 
interviews were performed in the interviewees’ accustomed business 
environment (usually their offices).
In the process of data collection, a theoretical sampling approach was followed, 
meaning concepts were derived from data during the data collection phase, as 
per Corbin and Strauss (2008). The conclusions drawn from these concepts 
then determined how the next round of data collection was approached.
In practice, this was done by drawing up an interviewee list prior to the first
interview, comprising all potential interviewees. The overall interviewee list for
NetCo 1 thus contained twenty-two potential participants and the interviewee list
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for NetCo 2 eighteen potential participants. The interviews were then scheduled 
and held in batches of two for each case study, whereby the outcome of the 
preceding pair of interviews guided the adaptation or amendment of the 
interview questions for the next pair. The data coding and collection phases 
thus automatically alternated. This returning to data over and over again 
ensured that the evolving categories and interpretations could make sense 
(Patton, 2002).
This procedure prompted the question of how long the researcher needed to be 
doing analysis in the field in order to ensure that all relevant themes were 
captured. Corbin and Strauss (2008) mention the need to follow a circular 
collection process until research arrives at a point of “saturation”. According to 
Charmaz (2006), this point is reached when “gathering fresh data no longer 
sparks new theoretical insights, nor reveals new properties of core theoretical 
categories”.
Once twenty interviews had been conducted in total (fourteen for case study 1 
and six for case study 2), it was recognised that no more new and substantial 
themes came up. This was taken as an indication that saturation had been 
reached. Nonetheless, five more interviews were held as a precaution, giving a 
final tally of twenty-five interviews, which was considered as sufficient to provide 
sufficiently rich material for exploring the relevant key aspects of the research 
question.
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4.6 Coding of the collected data
In order to draw comprehensive conclusions from a qualitative data analysis, a 
structured categorisation or coding of the collected data is required (Patton, 
2002). In grounded theory, Corbin and Strauss (2008) differentiate between 
three phases of coding, beginning with open coding, in which collected data are 
broken down into distinct themes or categories. In this study, the open coding of 
the transcribed interviews was done in paragraphs, i.e. one or more codes were 
assigned to each paragraph in a transcription according to the aspects covered 
by the respondents. The transcriptions were then imported into the qualitative 
analysis software MAXQDA (version 11) in order to process and structure the 
collected data.
One critical aspect of reliable coding practices is the determination of the 
individual codes. For qualitative data analysis, Saunders et al. (2009) suggest 
that the codes applied may be derived either from the data collected or from the 
theoretical framework of the study. In this case, a mixed approach was followed. 
First, twenty-four codes were determined by analysing the first two interviews 
held. These codes were seen as elements of a higher structural level 
represented by subject areas derived from the overall theoretical framework. 
This assignment of codes to initial subject categories formed part of the axial 
coding phase, meaning that the alternating approach of the data collection 
process kept up with the coding activities (open coding alternated with axial 
coding parts).
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The initial subject categories were determined by referring back to the literature 
review in Chapter 2, in which four components of a business model were 
identified. These components (value proposition, resources, operations and 
socio-political environment) became the primary subject areas to which 
individual codes were assigned and in which further analysis was carried out. 
Acknowledging Conte’s (2008) contribution to business model theory with 
regard to network context, the subject category of network structure was also
incorporated. This resulted in the initial coding scheme depicted in Table 5.
Subject Category Code Code No.
Network Structure
Partnership 1
Customer Involvem ent 2
Cooperation 3
Socio-Political Environment
Monopoly 4
Power relationships 5
Governance 6
Regulations 7
Demographic Development 8
Resources
Internal Resources 9
External Resources 10
M arket Knowledge 11
Core Competency 12
Organisational Developm ent 13
Value Proposition
Sales Strategy 14
Marketing Strategy 15
Strategic Approach 16
Strategy Implem entation 17
Profit Orientation 18
Innovation 19
Unique Selling Point 20
Value Creation 21
Operations
Synergies 22
Make-Or-Buy 23
Risk Sharing 24
Table 5 -  Initial Coding Scheme after first interview
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Validity Aspects
The first coding step and the subsequent coding activities lead to the question 
of validity. This means understanding the extent to which the coding activities 
were able to ensure that the research findings would be about what they 
“profess to be about” (Saunders, 2009).
4.6.1 Subject Category Evolution
The decision on validity described in Section 4.6.2 had a direct impact on the 
coding phase of the data analysis of this study. This was because this type of 
validity is only implicit in a correspondingly reflexive accounting of data (Altheide 
and Johnson, 1994). After every interview block, the codes and subject 
categories were checked and confirmed against the latest data collected. In the 
course of the interview process until saturation, the number of codes derived 
through open coding came to fifty-five. In the axial coding part, four of the initial 
subject categories were confirmed through the analysis process (network 
structure, resources, socio-political environment and value proposition). In 
contrast, the category of value proposition was split into three new subject 
categories (value creation, strategy and competitive advantage), which 
appeared justified in view of the large amount of codes related to the initial 
category. Only the category of operations could not be confirmed by the data 
collected, and so two new categories (efficiency and power structure) were 
introduced in its place. The coding activities in the course of the data analysis 
eventually led to the subject category evolution depicted in Figure 14.
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In this study, therefore, the coding process not only comprised an initial 
determination but also an evolution of subject categories, which produced eight 
different subject categories for further analysis. These categories were formed 
by fifty-five single codes from the open coding phase. These codes and their 
higher-level subject categories made up the final coding scheme summarised in 
Table 6.
Initial Subject Categories Results from Process of Data Analysis Final Subject Categories
Network Structure L_------------ Confirmed I > Network Structure
Resources | > Contirmea \ ^ ► Resources
Operations |_
— --------- N
k Not confirmed ‘— ----------,/]> Efficiency
"Power Structure) \
1/ > Power Structure
Socio-Political r -  
Environment
> Contirmed I ^ Socio-Political
Environment
Value Proposition |
1---------------N
Confirmed ^
------------ * \  (but split into three categories of |
[z Value Creation,Competitive ^ 
Advantage and Strategy) K
1--------------- /
> Strategy
> Competitive Advantage
> Value Creation
Figure 15 -  Evolution of subject categories in the course of data analysis
According to Creswell and Miller (2000), validity is supported in qualitative 
studies if there is disconfirming evidence for assumed themes that does not 
outweigh the confirming evidence. In view of the evolution process of the 
subject categories and the confirming as well as disconfirming evidence 
involved, this study can be considered to have a high degree of validity.
Given the confirmation of validity backed by the applied validity procedure, 
these eight subject categories will now constitute the key themes for further 
analysis with regard to content. These subject categories are naturally
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characterised by distinct elements that form the basis for the categorisations in 
the coding phases. The different descriptions can be taken from the following 
listing.
Network Structure
A Network accommodates the contradictory and complementary aims pursued 
by each network member, and facilitates joint activities and repetitive 
exchanges that have specific directionality and flow of information, 
commodities, heterogeneous resources, individual affection, commitment and 
trust between the network members. The network structure represents the way 
in which these aims and exchanges are coordinated between the network 
members (cf. Todeva, 2006).
Resources
Resources are the core elements of an organisational activity. Grant (1998) 
distinguishes between tangible, intangible and human resources. Combining 
resources creates unique capabilities and assets which are crucial for 
competitive advantage.
Efficiency
Efficiency determines the extent to which an effort is well used for a specific 
purpose or activity. For Porter (1998), the resource-based approach is chiefly a 
question of operational efficiency.
Socio-Political Environment
Socio-Political factors can be seen as the main factors in the far environment of 
an organisational structure:
• Sociological factors;
• Political Factors.
These factors make up a system in which each affects the other. Therefore, 
they cannot be seen as isolated from one another.
Strategy
Strategic issues may be characterised as developments inside or outside an 
organisation that are likely to have an important impact on its ability to 
determine or meet its purpose and objectives. A strategy is a (longer term) plan 
consisting of choices that aim to counteract the negative effects of such 
developments.
Power Structure
Power as a resource is a means of exerting influence on decisions and actions 
and of determining the degree to which an organisation can implement strategic 
choices independently of other decision-making instances. Winstanley et al.
(1995) developed a model to identify the power position of various stakeholders. 
The model is determined by two kinds of power: criteria and operational power. 
A power structure describes a specific power situation with regard to the 
different power types present.
Competitive Advantage
Competitive advantage is considered as stemming from distinct capabilities and 
relationships with various stakeholders. It is seen as the ultimate cause of 
corporate success.
127
Value Creation
Following Priem (2007), “value creation involves innovation that establishes or 
increases the consumer’s valuation of the benefits of consumption”. When value 
is created, the consumer either is willing to pay for a novel benefit, to pay more 
for something perceived to be better, or to choose to receive a previously 
available benefit at a lower unit cost.
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C o d e - I D
18
P o s i t i o n
22
M a i n  C o d e C o d e
S o c i o - P o l i t i c a l  E n v i r o n m e n t
19 23 S ocio -P o litica l E n v iro n m e n t Regula tions
20 24 S oc io -P o litica l E n v iro n m e n t Politics
21 25 S ocio -P o litica l E n v iro n m e n t D em ograph ic  D e ve lo p m e n t
45 44 C o m p e t i t i v e  A d v a n t a g e
64 45 C o m p e tit ive  A dvan tage T ru s t & Loya lty
62 46 C o m p e tit ive  A dvan tage Local K now ledge
46 47 C o m p e tit ive  A dvan tage In n o va tio n  ,
47 48 C o m p e titive  A dvan tage Unigue Selling  Point
48 49 C o m p e tit ive  A dvan tage Success
49 50 C o m p e titive  A dvan tage C u s to m e r S a tis fac tion
50 51 C o m p e tit ive  A dvan tage C om pe titio n  ,
37 58 S t r a t e g y
38 59 S tra te gy Sales S tra te gy
39 60 S tra te gy M arke ting  S tra te gy
! 40 61 S tra te gy M arke t D em and
41 62 S tra te gy S tra te g ic  A pproach
! 42 63 S tra te gy S tra te gy  Im p le m e n ta tio n
! 43 64 S tra te gy P ro fit O rien ta tion
44 65 S tra te gy V ision and Goals
14 18 P o w e r  S t r u c t u r e
15 19 Power S tru c tu re M onopoly
16 20 Power S tru c tu re Pow er re la tionsh ips
17 21 Pow er S tru c tu re G overnance
51 52 E f f i c i e n c y
52 53 Effic iency S ynerg ies
53 54 Effic iency M ake-O r-B uy
54 55 Effic iency Econom ies o f Scale
55 56 Effic iency C o s t S tru c tu re
56 57 Effic iency Risk S haring
23 26 R e s o u r c e s
29 27 Resources Techno log ica l Know -H ow
27 28 Resources C ore  C om pe tency
24 29 Resources In te rn a l Resources
25 30 R esources E xte rna l R esources
26 31 R esources M arke t Know ledge
28 32 R esources Lack o f C om peten ices
30 33 R esources Ressource D is tr ib u tion
31 34 Resources O rgan iza tiona l S tru c tu re
32 35 R esources O rgan iza tiona l D e ve lo p m e n t
33 36 R esources F lex ib ility
34 37 R esources C o v e ra g e /C u s to m e r Reach
35 38 R esources M otiva tion  & Enthusiasm
36 39 Resources V alue Chain
2 3 N e t w o r k  S t r u c t u r e
66 4 N etw ork  S tru c tu re Personal R e la tionsh ip
7 5 N etw ork  S tru c tu re N e tw ork  D e ve lo p m e n t
65 6 N etw ork  S tru c tu re C on trac ts
63 7 N etw ork  S tru c tu re O penness
3 8 N etw ork  S tru c tu re P artnersh ip
4 9 N etw ork  S tru c tu re C u s to m e r In v o lv e m e n t
5 10 N etw ork  S tru c tu re C u s to m e r R ela tionsh ip
6 11 N etw ork  S tru c tu re Nodal Firm
8 12 N etw ork  S tru c tu re C oope ra tion
9 13 N etw ork  S tru c tu re M ed ia to r
10 14 N etw ork  S tru c tu re T ru s t
11 15 N etw ork  S tru c tu re Processes
12 16 N etw ork S tru c tu re C om m un ica tion
13 17 N etw ork S tru c tu re D ependency
Table 6 -  Codebook for Qualitative Data Analysis
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4.7 Data Analysis Round I - Key Theme Analysis
Before embarking on a detailed analysis of the qualitative data on content, a 
short analysis of the occurrence frequency of the transcription individual codes 
may be useful. In combination with the key theme groupings (formerly subject 
categories), this will help not only to obtain a better understanding of the 
potential relevance of each theme, but also to identify the relationships between 
the individual themes. These findings will be of especial value in the conclusion 
phase, as they will inform the structure of potential business model frameworks 
in terms of relevant relationships between model components.
In order to get an estimation of the potential relevance of each theme, the 
appearance of each code was counted and set in relation to the total number of 
codes assigned. Each code thus obtained an individual appearance frequency 
as well as a theme appearance frequency. Table 7 depicts the results of this 
frequency analysis.
The concept of relevance generally has been a major issue in information 
retrieval throughout the years. Schamber (1994) therefore argues that 
relevance should be seen as a multidimensional and dynamic phenomenon. 
Regarding search term relevance in the very specific case of document 
retrieval, Robertson and Jones (1976) note that distributional information 
indicating term frequencies are a natural source of system-oriented term values. 
Applying this logic to the relevance evaluation of the key themes identified in the 
course of this study, it appears appropriate to make use of the key theme 
frequency distributions to arrive at relevant conclusions. This kind of logic may
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be allowed when assuming that the findings from this study can generally be 
considered as the outcome of one specific search case initiated on the basis of 
parameters set by the initial research question. The active study is thus 
comparable to a specific search case in the document retrieval process.
More specifically this means that binary relevance assessments (relevant/not 
relevant) are not pertinent, as some themes may be more relevant than others, 
resulting in the need for graded, multiple degree scales rather than Boolean 
based categorisation scales (Kekâlâinen and Jarvelin, 2002). Assuming that 
the logic from document retrieval can be applied to this paper’s key theme 
analysis, it therefore appears not only justifiable, but even necessary to 
categorise the eight key themes into three grades of relevance:
• Key themes with rather low overall relevance.
• Key themes with moderate overall relevance.
• Key themes with high overall relevance.
Such a three-point scale was confirmed as appropriate for relevance judgement 
assessments by Tang, Shaw and Vevea (1999). The term “relevance” in this 
context is understood as the weight that each key theme has in terms of its 
impact on answering the research questions. Here it is assumed that this weight 
is related to the frequency with which a theme is mentioned in the interviews.
Category thresholds were then introduced in order to be able to assign each 
key theme to a certain level of relevance. This was done by calculating the 
overall value range from the smallest (1.85%) to the highest (24.42%) frequency 
value and dividing it into three equal parts. The relevance thresholds were then 
determined as follows:
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• Key themes with frequency values from 18.14% upwards were 
categorised as being of “High Relevance”.
• Key themes with frequency values from 10.00% to 18.13% were 
categorised as being of “Moderate Relevance”.
• Key themes with frequency values from 1.85% to 9.99% were 
categorised as being of “Low Relevance”.
By applying these thresholds to the key themes of the two case studies, the 
following main results were obtained:
• In both case studies the key themes ‘socio-political environment’ and 
‘power structure’ appear to be of low relevance only. In contrast to the 
NetCo 2 case, the key themes of ‘efficiency’ and ‘value creation’ are 
categorised as being of low relevance in the NetCo 1 case.
• In terms of a moderate level of relevance, the NetCo 2 case comprises 
four key themes (Value creation’, ‘competitive advantage’, ‘strategy’ and 
‘efficiency’), whereas in the NetCo 1 case, only the key theme of 
‘competitive advantage’ was of moderate relevance.
• Regarding a high level of relevance, there were more similarities 
between the two case studies: ‘network structure’ and ‘resources’ 
featured in both cases. In addition, the key theme of ‘strategy’ was of 
high relevance in the NetCo 1 case.
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Key Them e Code Coding Frequency  NetCo 2 ( in  % )
Coding Frequency  
NetCo 1 (in  % )
S ocio -P olitical E nv ironm ent 1 ,85 3 ,9 2
Socio-Political Environment Regulations 1,14 0,15
Socio-Political Environment Politics 0 ,28 3 ,34
Socio-Political Environment Demographic Developm ent 0,43 0 ,44
Value C reation 11,27 9 ,1 4
Value Creation Product Portfolio 9,94 5,08
Value Creation Pricing 1,14 2,76
Value Creation Substitutional Products 0 ,14 1,31
C om petitive  A dvan tage 12 ,84 1 0 ,60
Com petitive Advantage Trust & Loyalty 1,14 0 ,00
Com petitive Advantage Local Knowledge 2,27 0,00
Com petitive Advantage Innovation 2 ,27 1,60
Com petitive Advantage Unigue Selling Point 2 ,27 2,47
Com petitive Advantage Success 1.99 3.19
Com petitive Advantage Custom er Satisfaction 0 .43 0,73
Com petitive Advantage Competition 2,41 2,61
S tra tegy 1 4 ,69 1 9 ,45
Strategy Sales S trategy 5,26 4,35
Strategy Marketing S trategy 2,70 4,35
Strategy M arket Demand 2.70 3 ,92
Strategy Strategic Approach 3,41 2,18
Strategy Strategy Im plem entation 0 .00 0,73
Strategy Profit Orientation 0.43 2 .90
Strategy Vision and Goals 0,14 1,02
Pow er S tructure 2 ,57 2 ,1 8
Power Structure Monopoly 0,28 1,31
Power Structure Power relationships 0,85 0 ,44
Power Structure Governance 1,42 0 ,44
Effic iency 1 3 ,69 7 ,8 4
Efficiency Synergies 4 ,69 2,32
Efficiency M ake-O r-Buv 2.27 1,31
Efficiency Economies of Scale 0.43 0 ,15
Efficiency Cost Structure 2.84 0 ,73
Efficiency Risk Sharing 3,41 3 ,34
Resources 1 9 ,97 2 0 ,61
Resources Technological Know-How 1,14 2,03
Resources Core Competency 3.13 2 ,32
Resources Intern al Resources 2.56 2 ,90
Resources External Resources 1.56 1,45
Resources M arket Knowledge 1,85 2,61
Resources Lack of Competenices 0,71 1,16
Resources Ressource Distribution 0 ,43 2 ,32
Resources Organizational Structure 3 .84 2,18
Resources Organizational Developm ent 1.99 1,31
Resources Flexibility 0 .99 0 ,73
Resources C overage/C ustom er Reach 0.14 0 .15
Resources Motivation & Enthusiasm 0.71 0,44
Resources Value Chain 0,85 1,02
N etw ork S tructure 23,11 2 6 ,2 7
Network Structure Personal Relationship 0 ,14 0 ,00
Network Structure Network Developm ent 1.85 3,34
Network Structure Contracts 1.28 0 ,00
Network Structure Openness 0 ,28 0 ,00
Network Structure Partnership 2 .56 3 ,92
Network Structure Customer Involvem ent 1.14 2 ,76
Network Structure Custom er Relationship 0.85 1,60
Network Structure Nodal Firm 0,85 4,21
Network Structure Cooperation 5,68 2,61
Network Structure Mediator 0 .00 0 ,29
Network Structure Trust 1.99 0 ,87
Network Structure Processes 2,56 3 ,34
Network Structure Communication 1,28 1,31
Network Structure Dependency 2.56 2,03
Table 7 -  Frequency of individual codes and key themes (separated by case study)
This relevance assessment was a necessary precondition to rank key themes 
and their impact on the research question, but did not suffice. This is because 
the frequency numbers in the initial assessment comprised all of the
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interviewees’ responses, regardless of the company they were from. The initial 
assessment thus failed to address any differences in key theme relevance for 
the different companies involved in one case, as if these differences faded away 
by just looking at the overall numbers.
An extension of the evaluation considering company-specific responses was 
thus needed. The analysis was therefore adapted once more in order to display 
the key theme frequency of each company respondent/representative 
separately. This produced another overall key theme categorisation, but this 
time with company-specific inhomogeneity (see Figures 15 and 16).
This second evaluation step mainly confirmed the results of the first step, 
though slight adjustments had to be made due to company-specific 
inhomogeneity.
The key themes of ‘power structure’ and ‘socio-political environment’ came out 
as of low relevance in both cases. In the case of NetCo 1, ‘efficiency’ was also 
classified in the same category.
Relevance of topic areas for different value network organizations
Application and Services Network Structure Power Structure Socio-Political Environment Resources Value Creation: Competitive Advantage Efficiency Strategy
11
Public Utility _ ..„ i  Network Structure Power Structure Socio-Political Environment Resources Value Creation Competitive Advantage : Strategy
19
Share 11,63%
Network Operation ..........4. Network Stru« tur«- ___Power Structure Soçlo-Political Environment ^Resources Value Creation Competitive Advantage Efficiency Strategy
8.
43,75% __ _______ ____ _.....1,56%! 12,50%: 14,06%!
Infrastructure Deployment Network Structure Power Structure Socio-Political Environment Resources Value Creation Competitive Advantage Efficiency Strategy
26
4,26% 21,28%
Infrastructur Lessor , : Network Structure Power Structure Socio-Political Environment Resources Value Creation Competitive Advantage Efficiency Strategy___ 5
7,55% 9,43%
Product Sales Network Structure Power Structure Socio-Political Environment Resources; Value Creation Competitive Advantage : ^Efficiency Strategy
22
27,160 ,
Infrastructure Planning ; Network Structure Power Structure Socio-Political Environment: Resources Value Creation Competitive Advantage: Efficiency Strategy
0 00% 3,70%: 8x84%' 9,88% 23,46%
The three most important areas of relevance for each value proposition contributor.
i Network Structure Power Structure Socio-Political Environment Resources Value Creation Competitive Advantage Efficiency Strategy
Application and Services x X ......
Public Utility _ X X
Network Operation X j
Infrastructure Deployment
Infrastructur Lessor .........X............ .......X .........
Product Sales X ...... X .........
Infrastructure Planning __ 1________ %________ .........X........... . ............................................ i .......................!.........X.........
Figure 16 -  Relevance of Key Themes in NetCo 1 case
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Relevance of topic areas for different value network organizations
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Infrastructure Deplo'
Competiti Advantage Efficiency
Resources Advantage Efficiency StrategyCompetitive
Value CreationStructure Environment Advantaq
Environment Resources Value Creation StrategyAdvantag EfficiencyCompetitive
Structure Resources Advantage Efficiency StrategyCompetitive
ower Structure Environment Advantage
Structure Environment
io^
StrategyCompetitive Advantage
The three most important areas of relevance for each value proposition contributor.
Application and Services___
Public Utility 
Network Operation 
Infrastructure Deployment 
Infrastructur Lessor_______
Network Structure Power Structure S»<io-Politic.il Environment Resources; Value Creation Competitive Advantage: Efficiency Strategy
Figure 1 7 -  Relevance of Key Themes in NetCo 2 case
At the other end of the relevance continuum, both ‘network structure’ and 
‘resources’ were once again the most relevant. In addition, ‘strategy’ was most 
relevant in the case of NetCo 1. All the other key themes were of moderate 
relevance. The tables below once again summarise the key theme 
categorisations and show their ranking according to each case analysed (Figure 
17).
------- Case of NetCo 1 ---- ----- Case of NetCo 2 -------------
Rank of 
Im portance Area o f Relevance
Rank of 
Im portance Area of Relevance Tvpoloqy
1 Network Structure Hiqh Relevance 1 Network Structure Hiqh Relevance
2 Resources Hiqh Relevance 2 Resources Hiqh Relevance
3 Strateqv Hiqh Relevance 3 Strateqv Relevance
4 Value Creation Relevance 4 Efficiency Relevance
5 Competitive Advantaae Relevance 5 Value Creation Relevance
6 Efficiency Low Relevance 6 Competitive Advantaoe Relevance
7 Power Structure Low Relevance 7 Power Structure Low Relevance
8 Socio-Political Environment Low Relevance 8 Socio-Political Environment Low Relevance
Figure 1 8 -  Ranking of Key Themes
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4.8 Data Analysis Round II -  Generic Value Creation Analysis
4.8.1 Identification of Value Creation Structures
According to Madvahan et al. (1998), inter-firm relationships play a major role in 
today’s dynamic industry and market environments. Peppard and Rylander 
(2006) thus conclude that value is no longer created in a value chain, but rather 
co-created by a combination of players in organisational networks. The data 
analysis results of this paper -  that will be discussed more deeply in the 
subsequent sections of this chapter - point to the existence of value network 
structures in MEUs in the German broadband services market. The results also 
show that relevant organisational structures go well beyond a simple distinction 
between pure value network approaches on the one hand, and value chain 
approaches on the other.
Value creation activities are split across three distinct value creation levels. The 
first level is concerned with the construction and provision of passive 
telecommunications network infrastructure. The second level deals with the 
operation of this infrastructure and is the prerequisite for the third level, i.e. the 
provision of telecommunications services and applications over the network.
The second and third levels require an intermediate input from the first and 
second levels, respectively. As such, the value chain level structure 
summarised by Troulos, Merekoulias and Maglaris (2009) also applies to MEUs 
in the German broadband market.
The process of adapting the notion that value creation levels determine the 
degree of vertical integration of an individual organisation to the entry of new
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market players in an infrastructure market such as telecommunications (in 
comparison to vertically integrated incumbents) requires formulating a value 
creation system on each value creation level in order to generate the value 
proposition requested by the broadband services market. This means that 
unlike with incumbent telecommunications service providers, each value 
creation level is made up of a network of companies jointly generating the value 
output expected of that level. This results in a value creation matrix, in which 
each value creation level is characterised by a value creation system on the 
horizontal axis, and the overall value creation follows a value chain approach 
along the vertical axis, with each value creation system contributing its 
particular value creation output.
The data analysis results from the two case studies indicate that there are two 
aspects contributing to this kind of matrix constellation. First, the initial lack of 
the competences and resources required by new entrants to the broadband 
services market (such as MEUs) to launch a complex value creation process 
makes such a structure appealing. Second, the competences and knowledge 
required on each value creation level differ so strongly that each level acts as a 
separate, self-contained system of value creation with different value networks.
With regard to the value network configurations on each value creation level, 
the data analysis showed that the majority of partner firms on one level are not 
involved in activities on other levels. This indicates that the knowledge and 
experiences of the firms involved in a value creation system are mostly limited 
to a specific value creation level, at which point they contribute most strongly in
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terms of innovation and efficiency gain. One focal entity may thus be required to 
initiate, coordinate and consolidate the activities of the other entities across the 
three value creation levels, especially along the vertical axis.
The most surprising conclusion in the field of organisational structure is 
therefore not related to the division of the telecommunications infrastructure 
market into three distinct value creation levels. Rather, it is that for new market 
entrants a proper value creation matrix appears to combine structural elements 
of both a value chain and a value network. Moreover, it appears that a new 
market entrant ought to take on the role of a focal company to coordinate and 
consolidate the overall value creation process across the distinct value 
networks, as a kind of ‘boundary spanner’. Though this focal company would 
not require in-depth knowledge and experience at each value creation level, it 
should still be able to understand and engage with the activities taking place on 
each of those levels in order to fulfil its coordination role. The relevant structure 
for new entrants to the broadband services market is shown in Figure 19.
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Figure 19 -  Value Creation Matrix relevant for new market entrants to the broadband services market
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4.8.2 Generic Findings
The research question guiding this study is concerned with exploring the 
applicability of existing business model frameworks in the context of 
developments in the German telecommunications market, as an example of 
infrastructure markets in general. The literature review in Chapter 2 of this study 
presented a comprehensive discussion and summary of business model 
frameworks and related aspects. This section will now seek to derive tangible 
results from the analysis of the interviews performed, which will provide the 
market- and industry-specific input needed in order to adjust and enhance 
existing business model theory.
The analysis will be structured along the key themes identified in Section 4.7, 
focusing on themes with a moderate and high level of relevance, namely:
• Network Structure
• Strategy
• Efficiency
• Competitive Advantage
• Resources
• Value Creation
The findings of each of these sections will then be summarised and build the 
basis for a more detailed, case-specific analysis in the subsequent chapters. 
Finally this will form the basis for drawing overall conclusions.
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4.8.2.1 Network Structure Domain
Regarding developments in the value creation process, Normann and Ramirez 
(1993) stress the fact that given today’s volatility in competitive environments, 
successful companies can no longer focus on a fixed set of activities along a 
value chain. Rather, they should focus on value creating systems within which 
different economic actors and companies co-produce value (see also chapter 
2). Parolini (1999) gives a detailed definition on what characterises a value- 
creating system (VCS):
• A VCS is a set of activities creating value for customers.
• These activities are carried out using sets of human, tangible and 
intangible resources.
• The activities are linked by flows of material, information, financial 
resources and influence relationships.
• VCS also include consumption activities, i.e. the value a final customer 
enjoys is a function of the manner in which he or she uses and 
consumes the potential value received.
e Final customers not only receive and consume the value created, but can 
also participate in value-creating activities.
• Activities may be governed by the market, a hierarchy or intermediate 
forms of co-ordination.
• Various economic players can participate in a VCS.
• An economic player may participate in more than one VCS.
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With regard to value creation, this study follows Parolini’s (1999, p. 107) 
definition of value as being “the difference between the value a customer 
attributes to a good or service and the cost borne by the system in supplying it”. 
As such therefore the net value obtained by a value creation system 
corresponds to the profits made by it as a whole. These profits then can be 
distributed among the activities and players of the overall system.
Against this background, the interviews held during this research project were 
analysed with a view to understanding to what extent a value creation system 
existed in either case study.
First of all, in both cases a variety of companies contributed to the overall value 
generated in telecommunications services across three value creation levels (cf. 
the section on the value creation domain). These companies acted as separate 
entities not part of the organisational structures of NetCo 1 or NetCo 2. 
Depending on the specific situation, each company handled either an individual 
activity or several connected activities. Besides a flow of necessary information 
and material, financial resources in the form of payments for upstream services 
such as network planning, construction works or telecommunications services 
were also exchanged.
When evaluating these characteristics (especially against the background of 
Parolini’s definition of value creation structures) in the domain of network 
structure, it can be concluded that a value creation system (or value network) 
existed in both cases. At the same time, NetCo 1 and NetCo 2 could be
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considered as playing the role of focal companies, which according to Corsaro 
et al. (2012) create value in ‘Strategic Nets’ by configuring their portfolio of 
direct business relationships in a specific and integrated manner.
The overall value creation provided to the end consumer can be divided in at 
least three value creation levels. Each of these levels can be considered as a 
separate, self-contained value creation system. The individual value creation 
systems on these three levels are connected through one focal company 
(NetCol or NetCo 2) across all three levels. The majority of partner firms within 
one value creation level (beside the focal company) are not involved in activities 
on other value creation levels.
A further aspect in the context of network structure is how the above-mentioned 
individual value creation systems are interrelated across the three value 
creation levels: It has already been indicated that the focal firms play the role of 
a bracket between the various value creation layers. Moreover, according to 
Peppard and Rylander (2006), a chained approach to value creation where “the 
focal of the value chain is the end product and the chain is designed around the 
activities required to produce it” is called a value chain.
In view of Peppard and Rylander’s focus on individual organisational entities, 
each company occupies a position in the chain so that upstream suppliers 
provide inputs before passing them downstream to the next link in the chain. 
Applying this idea to the cases analysed in this study gives rise to certain 
parallels. The outputs of each upstream value creation system (e.g.
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infrastructure construction) form the basis for the value creation on the next 
value creation level (e.g. network operation). Therefore, the value creation 
across each value creation system follows a value chain approach (i.e. overall 
value creation is made up of a matrix of value creation systems on the one hand 
and a value chain on the other).
Table 8 summarises the generic findings in the network structure domain 
elaborated before.
No. Analysis Aspect Key Theme Domain Finding Summary
1 Value Creation System Network Structure Generally a value creation system exists in the two respective cases.
2 Value Creation Levels Network Structure
The overall value creation can be divided in three value 
creation levels. Each of these three different value creation 
levels can be considered as being a separate, self- 
contained value creation system.
3 Focal Company Network Structure The separate value creation systems on those three levels are connected through only one focal company.
4 Value Creation Involvement Network Structure
The majority of partner firms within one value creation level 
(beside the focal company) are not involved in activities on 
other value creation levels
5 Value Chain Network Structure
The value creation across the separate value creation 
systems follows a value chain approach (i.e. the overall 
value creation is made up of a matrix of value creation 
systems on the one hand and a value chain on the other)
Table 8 -  Summary of findings in the network structure domain
4 .8 2 .2  Strategy Domain
In both case studies, an energy supply company either founded a new, 
separate telecommunications company or extended the business activities of an 
existing organisational entity into this new industry. This industry development 
has been recognised recently in different regions of Germany in particular, 
involving a multitude of energy supply companies (cf. Introduction). On the 
basis of the generic data analysis one moreover could infer that the 
telecommunication affiliates in the two case studies were initially founded by
their parent companies based on the operational belief that it would be possible 
to easily carry forward the existing infrastructure business of the energy market 
to the telecommunications market one-to-one. The specific motivations behind 
these decisions nonetheless differed and -  against the researcher’s 
expectations based on the literature review -  appeared not to be significantly 
driven by the desire to balance out negative market developments in the energy 
market.
It thus seems that the strategic focus of the NetCos in the network setting 
appeared to be entering the telecommunications market with products and 
services rooted mainly in infrastructure assets providing high capacity access 
bandwidths. This is interesting, especially in light of various studies (cf. 
Middleton, 2002; van Gorp and Middleton, 2006; Grant and Middleton, 2012) 
that have explored and demonstrated the difficulties related to the consumer 
adoption of broadband technology. These studies show that in most cases, it is 
not the pure availability of bandwidth that leads to a higher degree of customer 
adoption, but rather relevant applications and services offered through 
telecommunications infrastructures. Here again, it appears as if the cultural 
imprint rooted in the energy sector has led to a strong focus on infrastructural 
features as distinguishing market factors or unique selling points.
Based on the understanding built through the analysis of the empirical data, 
synergies in the context of this study are defined as potential cost advantages 
or reductions that derive from either operational or organisational aspects. So 
e.g. using one and the same trench for installing both energy and
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telecommunication cables is an example for an operational synergy. Using one 
organisational entity for providing services to two industry sectors on the other 
hand is an example for organisational synergies. In this respect, the third major 
finding in the domain of strategy is the expectation of infrastructure synergies 
between the energy and telecommunications sectors on the part of C-level 
management in the parent companies of the broadband subsidiaries.
Table 9 summarises the generic findings in the strategy domain elaborated 
before.
No. Analysis Aspect Key Theme Domain Finding Summary
6 Business Idea Strategy
The focal firms identified were initially founded as a result of 
the idea to carry forward the existing infrastructure 
business of the energy market into the telecommunications 
market one-to-one.
7 Strategic Focus Strategy
The strategic focus of the focal companies is to penetrate 
the telecommunication market with products and services 
whose unique selling point is mainly rooted in infrastructure 
assets that can provide high capacity access bandwidths
8 Infrastructure Synergies Strategy
The C-level strategies of the energy supply parent 
companies consider having a strategic advantage on the 
telecommunication market due to synergies being realized 
in the infrastructure part between telecommunication and 
energy organization.
Table 9 -  Summary of the findings in the strategy domain
4.8.2.3 Efficiency Domain
With regard to efficiency aspects this study follows Drucker’s (2005, p. 192) 
definition as being “the ability to do things right rather than the ability to get the 
right things done”. This means that efficiency here has to be understood in the 
sense of an economic efficiency, i.e. to make use of given resources in order to 
maximise value creation.
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A major feature of both case studies is synergies in the context of 
telecommunications infrastructure development. There was a major difference 
between the strategic expectations of the energy/telecommunications holding 
companies on the one hand and the operational reality on the other.
One of the main driving forces behind the entry of the power utility holding 
companies into the telecommunications market appears to have been the 
expectation that existing competences in the field of energy supply could be 
easily transferred to a new industry such as telecommunications. During the 
interviews, the management of the holding companies expressed their view that 
getting involved in telecommunications made sense because of the almost 
automatic synergies stemming from jointly coordinated infrastructure 
developments between the energy supply and telecommunications divisions.
Though network companies in NetCo Ts broader value network did not confirm 
the same experiences as NetCo 2, they confirmed that the initial planning to 
bind infrastructure developments in the telecommunications sector to those in 
the energy supply sector had been quickly discarded. According to them, the 
reason was that the proper marketing of telecommunications infrastructure and 
corresponding services had been seen as possible in coherent network areas 
only. As this was mutually incompatible with aligning energy supply activities 
and telecommunications network extensions, the potential synergies could not 
materialise in the end.
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Thus, the first major finding in the domain of efficiency is that the expected 
synergies between the telecommunications and energy supply markets in terms 
of joint infrastructure developments did not materialise in operational reality. 
Interestingly, in spite of evidence to the contrary, the top management teams of 
both holding companies still appear to believe that these synergies really exist.
This finding can be referred back to aspects of innovation and efficiency 
discussed in the literature review in Chapter 2 of this paper. By making use of 
Gulati, Lavie and Madvahan’s (2011) mechanism framework, it can be seen that 
with regard to the reach factor, the broadband subsidiaries had access to 
resources from the energy sector that would have led to corresponding 
synergies had they been able to integrate them. Yet with regard to the richness 
factor, these resources where of no real use, given that they could not be 
retrieved in the face of marketing demands. This example shows that although 
a high degree of reach might exist, the richness of the corresponding network 
ties (i.e. the specific value that can be reached within the reach of a network) 
may still be low. Stated differently, this means that a high degree of reach in a 
network structure does not automatically mean that all available network 
resources can be applied constructively to the value creation in question. This 
confirms the need to appropriately consider structural aspects in any business 
model and corresponding strategic decisions in value network settings.
In both case studies, synergies from joint sales activities between the energy 
supply and telecommunications sectors had initially been expected. These 
synergies did not refer to the idea of joint or bundled products between the two
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sectors, which is another matter. Rather, the idea was to make use of the 
existing sales structures within the energy supply sector for the broadband 
services marketed so as to target a bigger market potential right from the start. 
This expectation was not borne out, and so a distinct telecommunications sales 
organisation was created by both broadband subsidiaries.
In effect, energy sales organisations are usually set up to sell power produced 
by their energy holding companies on a national scale. However, the 
telecommunications products and services of their sister companies are aimed 
at regional markets. Taken together, it can be concluded that there are no 
synergies or benefits with regard to joint sales activities between the energy and 
telecommunications markets. This is also why independent sales organisations 
were set up in each case.
Another important aspect in the domain of efficiency refers to efficiency gains 
realised through the interworking of network companies by means of close 
coordination, open communication and a focus on core competences. In both 
cases, it was reported that this interworking could be achieved after an initial 
phase of process harmonisation. With regard to that harmonisation process the 
term “trust” often was named. From the empirical data it can be derived that 
trust in this context is defined as the belief of any individual of an organisation 
that the actions and activities undertaken by an individual of another 
organisation within the same value creation system are taken in order to 
contribute to the overall success of the value creation system.
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It took time to develop real trust between the various network partners, but it 
then facilitated higher efficiency, which had a positive impact on the cost 
structures of the various value creation levels. The need for corresponding trust 
building is therefore an important amendment to Fukuyama’s (1999) idea of 
social capital, which he claims is built chiefly on shared norms and values. 
Shared norms and values certainly are an essential prerequisite for social 
capital. Yet it appears that trust -  which only develops over time -  releases the 
real benefits of a network’s social capital. As a consequence, it must be 
considered that the efficient generation of value in a network constellation is not 
determined by the composition of the network structure perse, but also 
depends on a trust building process.
Table 10 summarises the generic findings in the efficiency domain elaborated 
before.
No Analysis Aspect Key Theme Domain Finding Summary
9 Infrastructure Synergies Efficiency
Expected synergies between the telecommunications and 
energy supply market in terms of joint infrastructure 
developments have not proven true in operational reality.
10 Sales Synergies Efficiency
There are no synergies or benefits with regard to joint sales 
activities between the energy and telecommunications 
market. This results in separated sales organizations being 
set up.
11 Mutual Trust Efficiency
Trust building between the different network partners on 
each value creation level has only developed over time but 
then catered for a higher operational efficiency.
Table 10 -Summary of findings in the domain of efficiency
4 .8 2 .4  Competitive Advantage Domain
According to Grant (1998), competitive advantage stems from distinct
capabilities and relationships with different stakeholders leading to corporate
success. One potential source of competitive advantage for any individual
company is its product portfolio addressing the market. The product portfolio in
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the context of this study can be considered as being the overall bundle of 
different telecommunication services that are generated and offered along the 
three levels of value creation. Not only aspects of product innovation, but also 
marketing strategic considerations reflected in go-to-market strategies influence 
the extent to which the success of a product portfolio of one company differs 
from that of others within the same industry (Chakravorti, 2004). Depending on 
the degree to which product differentiation is perceived, either cost-leadership 
or differentiation strategies may be pursued, resulting in different margin 
contribution scenarios.
In the two cases analysed in this study, the characteristics of the value 
propositions generated by both value networks mainly followed those of existing 
product portfolios within the industry. This included a triple play applications 
offering, which (leaving aside bandwidth capacity) could be considered as 
comparable to and therefore substitutable by the products of any competitor in 
the same region. Cost-leadership strategies were thus pursued. Only when it 
came to bandwidth capacity could the triple play offering of both value networks 
be considered as distinct, given the existence of fibre network extensions in 
both cases.
As was discussed in the literature review, successful business network settings 
should reflect that value is generated by many organisational entities in a 
complementary interworking of different network actors. However, it appears 
that this interworking should not be limited to generating pure products and 
services (as in the case studies), but potentially extended to aspects of product
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marketing. This means that the overall product and marketing strategy (and the 
corresponding product portfolio) is not defined by the focal company alone, but 
in conjunction with most, if not all, network companies, in order to gain a 
maximum degree of involvement and avoid blinkers. This may result in a more 
comprehensive and successful product and marketing strategy.
Given the need for efficiency within network structures, the specific governance 
model may still require a focal company to coordinate the overall value creation 
processes. This illustrates the alignment difficulty between the two major areas 
of governance and value creation, where a focal company may be needed for 
reasons of efficiency on the one hand, but should not necessarily solely define 
the product portfolio and its related marketing strategy on the other. Derived 
from the empirical data, the product portfolio is considered as the main 
differentiation factor that is concerned with the provision of uniqueness of the 
network structure. According to Grant (1998) this kind of factor in that context 
therefore represents the unique selling point. In the case studies, a focal 
company approach in the governance model overarched the commercial model, 
which resulted in a unique selling point influenced largely by the market 
understanding of the focal company.
Moreover, in the course of the interview evaluations, it was both important and 
interesting to analyse to what degree a bundled product approach between the 
energy and broadband service sector was pursued. Here again, the CEOs of 
the two holding companies either noted that such an approach already existed 
to a certain degree or was in the development and implementation phase.
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Neither scenario could however be confirmed by other interview partners in the 
value network. It may thus be concluded that, just as with the synergy effects in 
the efficiency domain, there is a mismatch between the strategic intention and 
orientation of the holding companies and operational reality.
Beyond the application level, i.e. network operation services (bitstream 
products) on the one hand and pure passive infrastructure leasing on the other, 
no further differentiating factors were found regarding the product portfolio, but 
given that on lower levels of value creation, differentiation beyond bandwidth is 
difficult, this does not seem unusual.
With regard to the ‘competitive advantage’ domain, the products and services 
offered to both consumer and enterprise customers through the value creation 
system are comparable to those of competitors (i.e. the overall characteristics 
are not set apart from those of competitors). Instead, bandwidth capacity turned 
out to be the only differentiating factor in overall value creation.
Table 11 summarises the generic findings in the competitive advantage domain 
elaborated before.
No Analysis Aspect Key Theme Domain Finding Summary
12 Product Portfolio Competitive Advantage
The products and services offered to both consumer and 
enterprise customers through the value creation system as 
such are comparable to those of competitors.
13 Unique Selling Point Competitive Advantage
The exclusive differentiating factor of the overall value 
creation outcome in comparison to competitors is 
bandwidth capacity provided to the customer.
Table 11 -  Summary of findings in the competitive advantage domain
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4.8.2.5 Resources Domain
According to Grant (1998), strategy is concerned with matching a firm’s 
resources and capabilities to the opportunities arising in the external 
environment. Applying this idea to value networks, the existing resources 
comprised by a specific value creation structure should also determine the 
extent to which the overall value network proposition can match these external 
opportunities. In her theory on the growth of the firm, Penrose (1959/2009) 
differentiates between what she calls physical resources on the one hand and 
human resources on the other. To her, these resources -  again on a single­
company level -  are the inputs for “services that the resources can render” 
(Penrose, 1959/2009). This means that it is not the single resource or the 
composition of resources, but rather the services resulting from them which can 
be the source of distinctive capabilities. Modifying Penrose’s categorisation, 
Grant (1998) introduces a third resource category and differentiates between 
what he calls tangible, intangible and human resources.
In terms of the cases analysed in this study, the interviewees referred mostly to 
four main resources none of which match Grant’s (1998) categories of tangible 
or human resources. Instead, all four fit in the category of intangible resources:
• Customer involvement
• Culture
• Innovation
• Local knowledge
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Based on the understanding built through the analysis of the empirical data, 
customer involvement in the context of this study is defined as the extent to 
which later users of the products and services generated are involved in the 
design of those.
Culture constitutes an organisational paradigm, which prescribes how to look at 
things, what are appropriate methods and techniques for solving problems and 
what are the important issues and problems (Brown, 1978).
Dodgson, M., Gann, D. and Salter, A. (2005, p. 26) argue that “innovation is at 
once an outcome (a new product or service) and a process of organizational 
and managerial combinations and decisions” where the two cannot be treated 
synonymously. In the context of this study innovation is to be understood as the 
process aiming to provide for innovative outcomes.
Based on the empirical data collected, local knowledge is defined as specific 
knowledge on local habits and demands which can more easily be gained from 
local market players and may be used in the generation of unique selling points.
With regard to customer involvement in the course of the interview evaluation, it 
was found that no direct customer involvement schemes existed in either case. 
This meant that product design decisions were done on the basis of the 
experiences and feelings of the corresponding person or department in charge.
Customer involvement was thus non-existent in both cases, but it was 
mentioned or discussed so often that it had to be dealt with separately in the 
data analysis. This shows that a majority of interview partners were at least 
aware of the importance of this resource and its potential positive impact on the
154
value creation structure. This kind of awareness regarding the importance also 
appears to be confirmed by the assumption that broadband services not 
automatically can be considered fast-selling items: Choudri and Dwivedi (2006) 
found that in the UK “there are non-adopters of broadband who possess high 
annual household income, higher education level and higher occupation”. Since 
the non-adoption of broadband here certainly is not related to limits in 
household incomes, rather customer specific services that are attractive to 
potential customers may be crucial to persuade non-adopters to adopt 
broadband technology.
Organisational culture was a second major aspect of the interviews regarding 
relevant resources. There appeared to be major cultural differences between 
the various organisational entities, depending on whether they were rooted in 
the telecommunications or the energy supply sectors. Moreover, innovation with 
regard to potentially new and bundled products between the energy supply and 
telecommunications sectors was very limited in both cases.
Possibly one of the most astonishing points resulting from the analysis of the 
two case studies is related to the resource of local knowledge.
In both cases, local market knowledge was a resource outside the natural reach 
of a competitor, because it is always subject to an extensive network of local 
relationships and local integration as well as a complex process of 
organisational learning (Lord and Ranft, 2000). The researcher thus initially 
expected to find at least the following two advantages:
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• On the one hand, cost advantages usually should be accessible, given 
that in terms of infrastructure building, local knowledge helps to optimise 
building costs. This assumption is also backed by a corresponding 
statement made by the CEO of Network Construction Centre.
• On the other hand, local knowledge should help to develop innovative 
products that are relevant to the local market. Because a national 
competitor cannot adapt its product portfolio to every local market in 
Germany, this seems to be a clear competitive advantage of the value 
creation structures under analysis.
Local knowledge was indeed highlighted as a competitive advantage across 
several network companies in both case studies during the interviews, both 
implicitly as well as explicitly. Yet when pressed for specific instances of how 
local knowledge had been applied in the respective value creation structures, 
none of the respondents could readily provide concrete examples of its actual 
use.
In light of the aspects discussed in this section, the following findings in the 
‘resources’ domain can be derived:
There is no direct customer involvement in product and service design 
definition, but a remarkable cultural difference between the organisational parts 
dealing with the energy market and those dealing with the telecommunications 
market instead. Though intended, no joint products between the energy and 
telecommunications markets were developed, not even bundled products. One 
reason for this is that profound local market knowledge exists, but is not used
holistically from a value proposition perspective (mainly only with regard to 
infrastructure deployment decisions).
Table 12 summarises the generic findings in the resources domain elaborated 
before.
No. Analysis Aspect Key Theme Domain Finding Summary
14 Customer Involvement Resources There is no direct customer involvement in product and 
service design definition.
15 Culture Resources
There is a remarkable cultural difference between the 
organizational parts taking care of the energy market and 
those taking care of the telecommunication market.
16 Product Portfolio Resources
There has been no success in generating joint products 
between energy and telecommunication market, not even in 
terms of bundled products.
17 Local Knowledge Resources
There is a profound local market knowledge but it is not 
made use of it holistically from a value proposition point of 
view.
Table 12 -  Summary of findings in the resources domain
4.8.2.6 Value Creation Domain
When it comes to the domain of value creation, the specific value creation 
processes of the respective network constellations have to be understood in 
more detail. This includes understanding whether there just one or multiple 
value proposition are being created.
Given that individual companies within the NetCo 1 value creation structure 
already understand or are accustomed to a multi-level approach, and that the 
value network of NetCo 2 already follows an active multi-level approach, the 
following value creation outcomes on different value creation levels can be 
defined in principle:
• Triple play services on the application level (B-to-C market)
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• Bitstream services on the network operation level (B-to-B market)
• Dark fibre leasing on the infrastructural level (B-to-B market)
Whereas the majority of network companies in the NetCo 1 network only 
referred to the above-mentioned B-to-C value proposition, other value 
propositions, especially for B-to-B markets, were named by members of the 
NetCo 2 network. NetCo 2 offers what is known as a “bitstream product”, i.e. 
other telecommunications service providers can get access to customers in 
NetCo 2’s service area for a fee by interconnecting their data stream in NetCo 
2’s collocation rooms based on IP technology. In addition, NetCo 2 leases out 
dark fibre links on a pure passive optical layer.
Both cases show a high degree of consistency in that the focal firm (NetCo 2 
and NetCo 1) virtually bear the full market risk. Although potential production 
risks have to be taken by the network companies contributing their input to the 
overall value proposition, these network companies do not bear risks resulting 
from exposure to the market. The focal firm and network companies thus draw 
up contracts determining the scope of supply and provision of services by the 
network companies on the one hand and the corresponding costs for the focal 
firm on the other.
The overall market risk in the value creation process is thus generally borne by 
the focal firm and only to a minor extent by the network service providers. The 
other partner firms on each value creation level only need to bear the 
production risk related to their products or services. This represents an
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imbalance in risk sharing that may have a major impact on innovation and 
efficiency. As discussed in the literature review, innovation and efficiency are 
enhanced by reducing the probability that participating network firms will 
engage in self-interested behaviour, thus leading to beneficial outcomes 
(Kauffman, Li and Van Heck, 2010). In view of the risk sharing schemes found 
in the two case studies, it may be assumed that these schemes actually 
encouraged self-interested behaviour. This is because network companies not 
affected by overall market risk may be tempted to reduce the specific risk 
related to their own activities only (in order not to infringe upon their contract 
with the focal company), rather than the overall market risk related to the overall 
creation of value. Thus, when new business opportunities are co-created 
through inter-organisational networks (Vanhaverbeke and Clood, 2006), the 
degree to which innovative value propositions can be generated under 
imbalanced risk sharing schemes must be carefully considered. This 
mechanism ought to feature in a corresponding business model framework.
Table 13 summarises the generic findings in the resources domain elaborated 
before.
No Analysis Aspect Key Theme Domain Finding Summary
18 Value Proposition Value Creation
There are different value creation outcomes on different 
value creation levels that can be marketed towards different 
customer segments.
19 Risk Sharing Value Creation
The overall market risk in the value creation process 
generally is borne by the focal firm and only to a minor 
degree by the network companies providing the 
telecommunication services.
Table 1 3 - Summary of findings in the value creation domain
4.8.27 Summary of Generic Findings
All in all, nineteen key findings were derived from the generic data analysis of 
the twenty-five in-depth interviews performed in the course of this research
project. These findings are summarised in the following table, again showing 
the analysis aspect, the key theme domain they are categorised in and a brief 
description of the finding. These findings will form the basis for the conclusions 
drawn in Chapter 5.
At this stage, it is already apparent that with regard to the first research question 
(key characteristics MEUs should consider when generating and providing 
broadband services on the German broadband market) important and surprising 
findings can be made. The organisational structure relevant to MEUs in 
particular thus differs quite drastically to that of established incumbent service 
providers, and shows a very high degree of organisational complexity.
Moreover, different synergy expectations (especially on the part of the MEUs’ 
holding companies) were not fulfilled in operational reality, leading to specific 
organisational requirements that must be considered in a corresponding 
business model framework. Moreover, cultural aspects tend to lead to strategic 
decisions framed by the dynamics of the native market rather than the new 
broadband services market being targeted. Finally, both cultural and 
organisational aspects risk stifling innovation and limiting differentiation 
potential, with direct effects on the competitiveness of the value creation 
system.
With regard to the second research question, these findings confirm the need 
for an evolved framework and implicitly define the areas on which it can focus. 
This will form the subject of the next chapter.
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No Analysis Aspect Key Theme Domain Finding Summary
1 Value Creation System Network Structure Generally a value creation system exists in the two respective cases.
2 Value Creation Levels Network Structure
The overall value creation can be divided in three value 
creation levels. Each of these three different value creation 
levels can be considered as being a separate, self- 
contained value creation system.
3 Focal Company Network Structure The separate value creation systems on those three levels are connected through only one focal company.
4 Value Creation Involvement Network Structure
The majority of partner firms within one value creation level 
(beside the focal company) are not involved in activities on 
other value creation levels
5 Value Chain Network Structure
The value creation across the separate value creation 
systems follows a value chain approach (i.e. the overall 
value creation is made up of a matrix of value creation 
systems on the one hand and a value chain on the other)
6 Business Idea Strategy
The focal firms identified were initially founded as a result of 
the idea to carry forward the existing infrastructure 
business of the energy market into the telecommunications 
market one-to-one.
7 Strategic Focus Strategy
The strategic focus of the focal companies is to penetrate 
the telecommunication market with products and services 
whose unique selling point is mainly rooted in infrastructure 
assets that can provide high capacity access bandwidths
8 Infrastructure Synergies Strategy
The C-level strategies of the energy supply parent 
companies consider having a strategic advantage on the 
telecommunication market due to synergies being realized 
in the infrastructure part between telecommunication and 
energy organization.
9 Infrastructure Synergies Efficiency
Expected synergies between the telecommunications and 
energy supply market in terms of joint infrastructure 
developments have not proven true in operational reality.
10 Sales Synergies Efficiency
There are no synergies or benefits with regard to joint sales 
activities between the energy and telecommunications 
market. This results in separated sales organizations being 
set up.
11 Mutual Trust Efficiency
Trust building between the different network partners on 
each value creation level has only developed over time but 
then catered for a higher operational efficiency.
12 Product Portfolio Competitive Advantage
The products and services offered to both consumer and 
enterprise customers through the value creation system as 
such are comparable to those of competitors.
13 Unique Selling Point Competitive Advantage
The exclusive differentiating factor of the overall value 
creation outcome in comparison to competitors is 
bandwidth capacity provided to the customer.
14 Customer Involvement Resources There is no direct customer involvement in product and service design definition.
15 Culture Resources
There is a remarkable cultural difference between the 
organizational parts taking care of the energy market and 
those taking care of the telecommunication market.
16 Product Portfolio Resources
There has been no success in generating joint products 
between energy and telecommunication market, not even in 
terms of bundled products.
17 Local Knowledge Resources
There is a profound local market knowledge but it is not 
made use of it holistically from a value proposition point of 
view.
18 Value Proposition Value Creation
There are different value creation outcomes on different 
value creation levels that can be marketed towards different 
customer segments.
19 Risk Sharing Value Creation
The overall market risk in the value creation process 
generally is borne by the focal firm and only to a minor 
degree by the network companies providing the 
telecommunication services.
Table 1 4 - Overall summary of findings across all six key theme domains
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4.8.3 Exploring the Value Creation Levels
As has been identified in the previous sections, value creation activities in the 
analysed cases are split across three distinct value creation levels:
• The first level is concerned with the construction and provision of passive 
telecommunications network infrastructure (“Infrastructure”).
• The second level deals with the operation of this infrastructure and is the 
prerequisite for the third level (“Network Operation”).
• The third level finally represents the provision of telecommunications 
services and applications over the network (“Applications & Services”).
Overall, these findings result in a value creation matrix as depicted in Figure 19 
which can be considered as the overall organisational structure through which 
value finally is generated.
Additionally, in the course of the initial data analysis (based on the key theme 
structure identified in the coding phase) ten critical and recurring aspects could 
be found that appear to play a major role in understanding potential drivers for 
successful business engagements. These aspects are summarised and defined 
in Table 15 whereat the definitions were derived from the data collected.
In a next step therefore the specifics of each single value creation level will be 
discussed. This will be done by specifically considering these critical aspects 
and referring them to each value creation level. As a result it shall be possible to 
derive what constitutes a successful organisational structure at each level.
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Critcial Term s Defin ition
Value
Difference between the value a customer attributes to a good or service 
and the cost borne by the system in supplying it.
Synergy Potential cost advantages or reductions that derive from either operational 
or organisational aspects.
Efficiency Efficiency is defined in the sense of an economic efficiency, i.e. to make 
use of given resources in order to maximise value creation.
Trust
The belief of any individual of an organisation that the actions and activities 
undertaken by another individual of another organisation within the sam e  
value creation system are pursued in order to contribute to the overall 
success of the value creation system.
Product Portfolio The overall bundle of telecommunication services that are generated and 
offered along the three levels of value creation.
Unique Selling Point The differentiation factor generated by the product portfolio resulting in the 
provision of uniqueness for the value creation structure.
Customer Involvement
The extent to which later buyers and/or users of the products and services 
generated are involved in the design of those.
Culture
Culture constitutes an organisational paradigm, which prescribes how to 
look at things, what are appropriate methods and techniques for solving 
problems and what are the important issues and problems.
Innovation
The process of organizational and managerial combinations and decisions 
aiming to provide for innovative outcomes.
Local Knowledge
Local knowledge is defined as specific knowledge on local habits and 
demands which can more easily be gained from local market players and 
may be used in the generation of unique selling points
Table 1 5 - List of critical and recurring aspects
4.8.3.1 The Infrastructure Level
A market player addressing the infrastructure level of value creation on the 
broadband service market builds a fibre optical network either to the curbs (so 
called “FTTC" deployment) or to the buildings / houses (so called “FTTB /
FTTH” deployment) of the potential customers in a region and then operates
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and maintains the corresponding cables and pipes (passive components). For a 
completely vertically integrated telecommunication operator these infrastructure 
assets correspondingly build the necessary foundation for later network 
operation and the offering of broadband applications and services. Still, in 
parallel each owner of this kind of infrastructure assets of course is able to rent 
out either dark fibres or cable ducts solely. The targeted group of customers on 
the infrastructure level therefore basically are other (alternative) telecom 
operators that do not have any infrastructure assets in the region themselves 
but that -  through such infrastructure leasing models -  still may be able to 
extend their customer and marketing reach beyond their existing area of 
network coverage. Derived from the data collected in this study, Figure 20 
correspondingly shows the stakeholder matrix that is relevant for the 
infrastructure level of value creation.
Key:
Width of arrows indicates strength of 
influence on Infrastructure Provider. 
Expectations are written in italics.
Potential Entrants
Suppliers
Construction Companies 
Reduce construction cost per home 
passed /  user connected.
Network Planning Offices 
Set up an efficient network planning 
that results in construction cost 
reductions and easy network 
expandability.
Competitors
Other Utility Companies 
Expand energy infrastructure 
business into adjacent market
Alternative Telecom Operators 
Extend reach beyond existing area 
of network coverage
Infrastructure
Provider
Incumbent Telecom Operator 
Use existing infrastructure to keep 
and increase share of users in 
existing area of network coverage 
so that there is no room for 
alternative telecom operators to 
request dark fibre capacity.
Customers
Alternative Telecom Operators 
Make use o f dark fibre capacity to 
extend reach beyond existing area 
of network coverage
Incumbent Telecom Operator 
Make use of dark fibre capacity to 
I be able to offer services with a 
higher bandwidth capacity than 
those on own network
Substitutes
Mobile Operators
Gain customers from the fixed 
access network to offer mobile 
broadband services through 
technologies such as LTE/LTE- 
Advanced
Figure 20 -  Stakeholder matrix relevant for the infrastructure level of value creation
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Based on the stakeholder matrix it first of all can be seen that there is only less 
influence from both potential entrants and substitutes: Given the fact that - as 
soon as an infrastructure has been set up - the economic sense to build up 
another infrastructure in parallel is not given, the influence from potential market 
entrants such as other utility companies or alternative telecom operators is low 
in this case. Moreover, the data analysis clearly revealed that mobile 
communication technologies are not threatening the fixed network access 
customer base because mobile technologies are rather seen as 
complementary.
On the other hand, especially suppliers and competitors play the strongest role 
with regard to the influence on infrastructure providers. This especially is due to 
the fact that infrastructure deployments require massive financial investments. 
For that reason on the one hand side it will be crucial for any infrastructure 
provider to reduce deployments costs which shifts a strong influence towards 
the network planning offices and construction companies contributing to the 
infrastructure deployment to a high degree. On the other hand of course the 
refunding of infrastructure investments will strongly depend on the dark fibre or 
duct leases that are taken from alternative telecom operators. An incumbent 
telecom operator therefore needs to be seen as a strongly influencing 
competitor because the amount of both private and business consumers the 
incumbent is able to bind will have direct influence on the dark fibre and duct 
leases the infrastructure provider finally will be requested from alternative 
telecom operators.
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Based on the previous elaborations consequently there are certain 
requirements that can be derived with regard to the institutional framework 
(DiMaggio and Powell, 1983) on the infrastructural level. These requirements tie 
into the critical aspects of efficiency, synergy, local knowledge and culture 
explored in the introductory section of this chapter:
Given the strong need for cost reductions in infrastructure deployments, this 
almost automatically makes efficiency (i.e. building infrastructure by keeping or 
even falling below predetermined financial budgets) a key aspect on the 
infrastructure level. Efficiency on the infrastructure level in turn is linked to the 
realisation of synergies (potentially through using one and the same 
infrastructure deployment activity or asset for more than only the broadband 
service market so that costs can be split correspondingly). In order to be able to 
realise such synergies in the infrastructure segment local knowledge plays a 
crucial role. This is due to the fact that synergies strongly depend on the 
question if existing assets are known geographically or if future infrastructure 
deployments in other markets can be anticipated. Consequently the institutional 
framework on the infrastructure level is very much affected by local presence. 
This means that especially the suppliers and the infrastructure provider 
themselves should geographically be rooted in the region of network 
deployment in order to be able to get to the required efficiency gains. Moreover, 
they should be able to closely interact in order not to risk losing potential 
synergies in infrastructure deployments through causes of friction on the 
interfaces between the different organisations. Overall a MED is thus used to
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this kind of operation based on its experiences from the energy sector which 
overall reduces cultural differences on that level of value creation.
4.8.3.2 The Network Operation Level
A market player addressing the network operation level takes care of the 
operation and maintenance of the active telecommunications equipment which 
generally is necessary for data transmission over a passive fibre optical 
network. In contrast to the infrastructure level, the wholesale part offered to 
customers here exists in the form of IP bitstream products. This means that at 
this value creation level again (like already at the infrastructure level) no 
products or services are directly offered to end consumers. Rather the IP 
bitstream products are offered to either other telecom operators or Internet 
service providers that use these wholesale products to market their own 
broadband applications and services to the end consumers in the region. The 
corresponding institutional framework and stakeholder diagram can be found in 
Figure 21.
Based on the stakeholder matrix it first of all it can be noticed that there has 
been a chance in the customer position: In addition to the alternative telecom 
operators it is now Internet service providers that can be considered as potential 
customers of organisations that take care of network operations in a 
geographical region. Moreover, of course, also the supplier position has 
changed given the fact that now it is no longer passive infrastructure 
deployment but rather the set-up of active telecommunications equipment that
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is necessary to be able to provide the relevant services on this value creation 
level.
Key:
Width o f arrows indicates strength of 
influence on Infrastructure Provider. 
Expectations are written in italics.
Potential Entrants
Suppliers
Alternative Telecom Operators 
Operate an existing broadband 
infrastructure and lease bitstream 
access products to other telecom 
operators or ISPs.
Telco Equipment Manufacturer 
Become sole equipment supplier for 
network operator. I
Network
Operator
Competitors i
Incumbent Telecom Operator 
Use existing infrastructure to offer 
bitstream access to ISPs.
mm
Customers
Alternative Telecom Operators 
Make use o f bitstream access to 
extend reach beyond existing area 
of network coverage
Internet Service Providers (ISP) 
Make use of bitstream access to 
be able to offer own application 
and services to customers
Substitutes
Mobile Operators
Acquire other telecom operators as
customers through MVNO model.
Figure 21 -  Stakeholder matrix relevant for the network operator level of value creation
In contrast to the situation on the infrastructure level now the supply side does 
not show such a strong influence on the network operator any longer. This not 
only results from the lower overall investment share that needs to be spend on 
active equipment only (in comparison to the passive infrastructure part). Rather 
meanwhile telecommunications equipment has become a commodity with high 
price pressures on manufacturers worldwide so that the influence they can exert 
on network operators has drastically decreased. Consequently in terms of 
stakeholder relevancy it first of all is incumbent telecom operators that have a 
strong influence on the activities on network operators given the fact that they 
can use their existing (parallel) infrastructures to offer bitstream access
products as well. Moreover, especially ISPs and alternative telecom operators
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will have an impact on the network operator’s business model. This is due to the 
fact that both parties finally offer broadband applications and services towards 
consumer and business customers. Given an existing price structure for these 
products on the market, (based on the margin requirements of the ISPs and 
telecom operators) there is a certain price corridor that they are able to address 
only and that should be similar for each ISP and telecom operator.
Consequently the influencing power from this customer side can be considered 
as rather strong.
4.8.3.S The Applications & Services Level
A market player addressing the applications and services level operates and 
offers telecom services (such as voice, data and video services) to both 
consumer and business customers in competition with other telecom operators 
and Internet service providers. In contrast to the other two value creation levels 
elaborated before, the products and services here are directly offered to end 
customers. As a consequence also major shifts in the stakeholder diagram can 
be noticed (cf. Figure 22).
Generally there are three stakeholder groups exerting the strongest influence 
with regard to the service provider function being competitors, potential entrants 
and customers:
• The competitor group mainly consists of both incumbent and alternative 
telecom operators that are in the position to provide similar telecom 
products and services either on their own or leased infrastructure assets.
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The group is completed by Internet service providers that do not have 
any infrastructure asset at all but are generally dependent on the 
infrastructures of other providers. In any case given the relatively high 
degree of competition, a service provider in that field will experience a 
major influence from these competitor groups.
• With regard to potential entrants Over-the-top content providers (OTT) 
can be named, even though partially they could also be counted to the 
group of competitors. Still, given that the services offered by OTT 
regularly go beyond the “classic” telecom services of voice, data and 
video transmission, they here rather are grouped into potential market 
entrants. An OTT like the ISP may be aware of the contents delivered 
through the Internet Protocol but is not responsible for, nor able to 
control, the viewing abilities, copyrights and / or other redistribution of the 
content. This is in contrast to purchase or rental of video or audio content 
from an ISP. As a consequence an OTT can rather be understood as a 
sort of third party dealer, which also gives them a higher flexibility in their 
service offering increasing the threat and influence for service providers 
such as MED.
• Last but not least the customer group comprises both consumer and 
business customers which on the level of service and application delivery 
of course are able to exert a high degree of influence on the service 
providers.
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According to the estimations of the interviewees not only the variety of service 
offerings but also the number of OTTs will increase in the coming years. For a 
service provider this means that in future there will be a strong need to develop 
and extend the service portfolio beyond the classic triple play services currently 
existing. As a consequence with regard to the institutional framework on that 
level service providers will need to consider the following aspects:
• There has to be a strong market focus in order to be able to successfully 
set-up and implement a corresponding sales and marketing strategy.
This even more so given the fact that on this value creation level the 
service provider needs to ensure customer acquisition on its own (even if 
with the support of external sales channels).
• An organization operating on this value creation level needs a dedicates 
service team which takes care of all customer service request including 
fault management, contract management and billing issues.
• There is a strong need to closely interact and partner with supplier 
companies especially from the field of white label product supply and 
sales channels. This is due to the fact that the services and applications 
level requires a much higher degree of innovation compared to the other 
two levels of value creation. This is due to the fact that in light of the 
strong competitive environment a unique selling point for the different 
applications and services offered needs to be present. That degree of 
innovation usually cannot be reached by one single company solely.
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Another both interesting and important aspect with regard to the institutional 
setting can furthermore be recognised by analysing the services and 
applications level of value creation: Given the shift in stakeholder structure 
when climbing up the value creation levels, now ISPs on the services and 
applications level get into the role of a competitor whereas on the level of 
network operation they are considered as customers for the wholesale products 
generated by the network operator. Taken together this means that an 
organisation addressing all three value creation levels jointly (i.e. in a 
completely vertically integrated manner) is required to cope with the ambivalent 
situation that one customer on one level might at the same time become a 
competitor on another level of value creation.
Key:
Width of arrows indicates strength of 
influence on Infrastructure Provider. 
Expectations are written in italics.
Potential Entrants
Suppliers
W hite Label Product Supplier 
Become sole supplier for all 
telecommunication white label 
services.
Over-the-top Content Providers 
Gain customers for own 
applications and services delivered 
through broadband network o f 
MEU. Customers
Consumer Customers
Sales Channels
Obtain and use applications and 
services for leisure purposes.
Focus sales efforts on products and 
services o f providers that promises 
to result in highest sales provision I
j  r  Service
Business Customers 
Obtain and use telecom 
applications and services as 
necessary part o f the production 
' and service delivery process o f the 
firm.Competitors Provider
Alternative Telecom Operators 
Offer attractive consumer and 
business services through the 
(owned or leased) network.
Incumbent Telecom Operator 
Offer attractive consumer and 
business services through the o 
fixed network. Substitutes
Internet Service Providers (ISP) 
Offer attractive consumer and 
business services through the 
(leased) network.
Mobile Operators 
Offer attractive consumer and 
business services through the 
mobile network.
Figure 22 -  Stakeholder matrix relevant for the applications and services level of value creation
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4.9 Data Analysis Round III -  Specifics of Case 1 and Case 2
4.9.1 Specifics of Case 1
To begin with, in the first case a variety of companies contributed to the overall 
value generated in telecommunications services across three value creation 
levels (cf. the chapter before). These companies acted as separate entities not 
part of the organisational structures of NetCo 1. Depending on the specific 
situation, each company handled either an individual activity or several 
connected activities. Besides a flow of necessary information and material, 
financial resources in the form of payments for upstream services such as 
network planning, construction works or telecommunications services were also 
exchanged. For the most part, NetCo Ts relationships with the various single 
entities determined value creation activities, which could be seen as evidence 
for a hierarchical coordination scheme in which NetCo 1 played the role of a 
focal company. The latter point in particular is confirmed by the following 
representative statement:
“[...] The disposition represents a major part of the project 
execution. The overall control and responsibility is with 
NetCo 1. And given that responsibility it of course is 
important that the different partners match together, that 
everything matches together.”
(CEO of Network Construction South)
When evaluating these characteristics (especially against the background of 
Parolini’s definition of value creation structures) in the domain of network
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structure, it can be concluded that a value creation system (or value network) 
existed on each value creation level in case study 1. At the same time, NetCo 1 
could be considered as playing the role of a focal company, which according to 
Corsaro et al. (2012) creates value in ‘Strategic Nets’ by configuring their 
portfolio of direct business relationships in a specific and integrated manner.
The majority of partner firms acting on one value creation level were not 
involved in activities on other value creation levels. NetCo 1 (considered as 
focal company), which was present on all three levels, and the 
telecommunication service provider, which was present on the network 
operation and telecommunication service level, were an exception. The CEO of 
IT Service South pointed out this aspect in his statement on activity involvement 
beyond his company’s level of value creation:
“Of course we can only speak for our part. And we are at the 
very end of the chain. We are taking care of the house 
connections and the CPE integration. How the planning looks 
like, or who is doing the planning exactly, and following which 
criteria the cabling and construction is done, these are 
aspects eluding my knowledge.”
(CEO of IT  Service South)
In view of the above, the overall value creation provided to the end consumer 
confirmed to be divided in at least three value creation levels. Each of these 
levels can be considered as a separate, self-contained value creation system.
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The individual value creation systems on these three levels were connected 
through one focal company (NetCol) across all three levels. The majority of 
partner firms within one value creation level (beside the focal company) were 
not involved in activities on other value creation levels.
It has already been mentioned that the focal firm played the role of a bracket 
between the various value creation layers. Moreover, according to Peppard and 
Rylander (2006), a chained approach to value creation where “the focal of the 
value chain is the end product and the chain is designed around the activities 
required to produce it” is called a value chain. In view of Peppard and 
Rylander’s focus on individual organisational entities, each company occupies a 
position in the chain so that upstream suppliers provide inputs before passing 
them downstream to the next link in the chain. Applying this idea to this case 
gives rise to certain parallels. The outputs of each upstream value creation 
system (e.g. infrastructure construction) form the basis for the value creation on 
the next value creation level (e.g. network operation). Therefore, the value 
creation across each value creation system follows a value chain approach (i.e. 
overall value creation is made up of a matrix of value creation systems on the 
one hand and a value chain on the other). Overall this confirms the generic 
value creation structure derived in the introductory part of this chapter.
Regarding the consumption activities of both the consumer and enterprise 
customers as advanced by Parolini (1999), the focal firm in the service area of 
its telecommunication network was able to provide high capacity bandwidth 
connections to their customers. Depending on the deployed technology, this
meant that in the case of fibre to the curb solutions, customers had access to 
data rates of up to 50 megabit per second. In fibre to the home areas, initial 
data rates of up to 100 megabit per second were possible. Yet this top speed 
met product offerings with a distinct gradation in data rates sold (imparity 
between technology and offer).
As a consequence smaller data rates were also consumed (and paid for) by 
customers. Moreover, customers were responsible for some degree of their 
home equipment installations. This affected the consumer segment in particular. 
After signing a telecommunication services contract with the focal firm, the 
necessary customer premise equipment was shipped to the consumer customer 
for basic DIY installation. For the enterprise segment, specific optional 
installation services were offered in both cases.
In case study 1, an energy supply company extended the business activities of 
an existing organisational entity into this new industry. This industry 
development has been recognised recently in different regions of Germany in 
particular, involving a multitude of energy supply companies (cf. Introduction). 
This development raises questions as to the motivation for this kind of strategic 
decision. The CEO of NetCo 1 Holding commented on its strategic choice to 
extend the business of its subsidiary NetCo 1 into the same market as follows:
“And in the end we would like to get back to where we have 
many, many years of experience. We like to build a natural 
monopoly for us. That is something we already had with
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power and gas. Maybe once the word monopoly can be 
made less absolute later, but we really see us as 
infrastructure service provider and less as a stilted IT  firm. ”
(CEO of NetCo 1 Holding)
The appeal of a natural monopoly is understandable when looked at from the 
point of view of an energy supply company whose business culture has been 
shaped by fading monopolistic, or at least oligopolistic, market structures in the 
German energy market. In light of van Gorp and Middleton’s (2010) assertion 
that the policy environment can actively encourage competition in the 
broadband services market, the prospect of a monopoly may end up being an 
illusion. Yet whatever the motivation expressed by the CEO of NetCo 1 Holding, 
it is at least clear that the similarity of its existing infrastructure business to the 
broadband services market strongly influenced its decision to enter the latter.
One could thus infer that the telecommunication affiliate in case study 1 was 
initially founded by its parent company based on the operational belief that it 
would be possible to easily carry forward the existing infrastructure business of 
the energy market to the telecommunications market one-to-one. In any case 
the specific motivation behind these decisions -  against the researcher’s 
expectations based on the literature review -  appeared not to be significantly 
driven by the desire to balance out negative market developments in the energy 
market.
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Here, it becomes useful to understand which unique selling points the 
telecommunications subsidiaries tried to market in order to be successful in the 
new sector. The CTO of NetCo 1 provided some interesting insights when he 
emphasised the infrastructural benefits:
“It finally differentiates us that we offer a product that is not 
present in our region for the time being. When it comes to 
fibre based products there is no other power utility company 
that offers this product in our region. Synchronous speed on 
a fibre network is neither offered by Deutsche Telekom nor 
by the cable operator in our region. That is a unique selling 
p o in t”
(CTO of NetCo 1)
It thus seems that the strategic focus of NetCo 1 in the network setting 
appeared to be entering the telecommunications market with products and 
services rooted mainly in infrastructure assets providing high capacity access 
bandwidths. This is interesting, especially in light of various studies (cf. 
Middleton, 2002; van Gorp and Middleton, 2006; Grant and Middleton, 2012) 
that have explored and demonstrated the difficulties related to the consumer 
adoption of broadband technology. These studies show that in most cases, it is 
not the pure availability of bandwidth that leads to a higher degree of customer 
adoption, but rather relevant applications and services offered through 
telecommunications infrastructures. Here again, it appears as if the cultural
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imprint rooted in the energy sector has led to a strong focus on infrastructural 
features as distinguishing market factors or unique selling points.
Yet within the value network structure, certain network companies consider this 
strategic focus of the MEU’s broadband subsidiaries as critical and would prefer 
to shift their focus from infrastructure to service attributes, as the following quote 
from one of NetCo Ts business network partners indicates:
“Currently I cannot see an USP with NetCo 1. Beside, that 
they would be able to offer higher bandwidths [...]. And there 
absolutely is the chance to improve technically. In a way that 
we then could generate this USP, simply to emphasize the 
attractiveness of the offering with opportunities that those 
next generation networks enable, offerings that the DSL 
network of Deutsche Telekom or other competitors in the 
provider-carrier environment cannot provide. ”
(CEO of Cloud Service South)
This aspect clearly illustrates a major challenge identified in the course of the 
literature review, i.e. innovation and efficiency at network level. Referring back 
to Fukuyama (1999), the existence of social capital based on shared norms and 
values should help to increase the innovation and efficiency of a business 
network overall. In this case, it appears that the overall network lacked such 
shared norms, given the divergence of views as to its unique selling points. In
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contrast to Cloud Service South’s CEO, the CEO of NetCo 1 Holding has a 
different strategic orientation:
“And by looking for future business segments, to stabilize the 
future development, we are ... we were of the opinion that 
the integration of a new business segment, broadband, on 
basis of fibre, FTTH or F TTC so to say or FTTB, would be a 
wonderful extension, because synergies with NetCo 1, 
mainly within the streets, could arise. For us this project is 
rather much more hardware oriented, this means it centres 
around the ducts in the streets rather than around software 
or communication technology. ’’
(CEO of NetCo 1 Holding)
One of the main driving forces behind the entry of the power utility holding 
company of NetCo 1 into the telecommunications market appears to have been 
the expectation that existing competences in the field of energy supply could be 
easily transferred to a new industry such as telecommunications. During the 
interviews, the management of the holding company expressed their view that 
getting involved in telecommunications made sense because of the almost 
automatic synergies stemming from jointly coordinated infrastructure 
developments between the energy supply and telecommunications divisions. 
The CEO stated his belief that these synergies were confirmed in operational 
reality:
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W e like to raise synergies. With synergies we mean, to 
other lines..., or we certainly have synergies to other pipe 
brackets in the street. And that is our core competence on 
basis of which we approached the topic o f broadband and 
fibre.”
(CEO of NetCo 1 Holding)
In the case of NetCo 1, the synergies expected by top management were 
actually considered in the corresponding business cases for single development 
projects. This largely seems to have been due to the fact that it concentrated 
the infrastructure planning and development of both the energy and 
telecommunications networks within its organisation. Telecommunications 
infrastructure development projects were thus seen to be connected to 
development projects in the energy sector almost by default. This is reflected in 
the following statement by NetCo Ts CTO:
“Like here, N etC ol Holding is also gas, water and power 
supplier. So, in this respect the fibre product can only be 
successful if they coordinate the infrastructure construction 
between those areas. If that coordination would be recalled, 
then it is for sure that the fibre division will have a problem.
Simply for cost reasons because user connections become 
more expensive as soon as I cannot keep the coordination.”
(CTO of NetCo 1)
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Still, network companies in NetCo Ts broader value network confirmed that the 
initial planning to bind infrastructure developments in the telecommunications 
sector to those in the energy supply sector had been quickly discarded. 
According to them, the reason was that the proper marketing of 
telecommunications infrastructure and corresponding services had been seen 
as possible in coherent network areas only. As this was mutually incompatible 
with aligning energy supply activities and telecommunications network 
extensions, the potential synergies could not materialise in the end.
Another major aspect regarding synergies was addressed by the interviewees: 
synergies or benefits with regard to joint sales activities between the energy 
supply and telecommunications sectors. Here, synergies from joint sales 
activities between the energy supply and telecommunications sectors had 
initially been expected by NetCo 1. These synergies did not refer to the idea of 
joint or bundled products between the two sectors, though. Rather, the idea was 
to make use of the existing sales structures within the energy supply sector for 
the broadband services marketed so as to target a bigger market potential right 
from the start.
NetCo 1 initially tried to run the sales activities for telecommunication products 
out of the energy supply unit, i.e. through the sales organisation that previously 
had been concerned with energy sales only. The company quickly had to 
recognise that telecommunications sales were too different from energy sales to 
be able to run both successfully out of one sales unit:
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“Well, the marketing has to be set up completely different.
Sales organisation is completely different, too. We 
underestimated that, we simply installed many lines for 
synergy reasons, jointly with other lines. [ ...]  And then we 
were not noticed by the market at all. We only were noticed if 
we sent a dedicated team, what makes no sense from a 
synergy aspect, which said that we would install a fibre link 
because of a new customer acquired in that area. Then 
people came and said: “Ok, you are installing a fibre link. Is 
that also something form e? Do I need that?”
But if there is a huge sewer construction site and we simply 
install a small fibre in addition in parallel, no one cares and 
no one of the residents gets the idea to use that fibre, even if 
informing them through flyers, phone calls and so on. ”
(CEO of NetCo 1)
According to Grant (1998), competitive advantage stems from distinct 
capabilities and relationships with different stakeholders leading to corporate 
success. One potential source of competitive advantage for any individual 
company is its product portfolio addressing the market. Not only aspects of 
product innovation, but also marketing strategic considerations reflected in go- 
to-market strategies influence the extent to which the success of a product 
portfolio of one company differs from that of others within the same industry 
(Chakravorti, 2004). Depending on the degree to which product differentiation is
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perceived, either cost-leadership or differentiation strategies may be pursued, 
resulting in different margin contribution scenarios.
In the first case study, the characteristics of the value propositions generated by 
the value network mainly followed those of existing product portfolios within the 
industry. This included a triple play applications offering, which (leaving aside 
bandwidth capacity) could be considered as comparable to and therefore 
substitutable by the products of any competitor in the same region. Cost- 
leadership strategies were thus pursued. Only when it came to bandwidth 
capacity could the triple play offering be considered as distinct, given the 
existence of fibre network extensions. Bandwidth capacity was confirmed as the 
main differentiating factor by almost all of the network companies. The following 
statement reflects this understanding:
“The bit rate certainly is most important, but also the security 
in data transmission will become an important aspect in 
future.”
(CEO of Network Construction South)
Though it was almost taken for granted that bandwidth was “what matters” and 
was thus the chief competitive advantage, a minority of network companies 
questioned this assumption:
“I look at it as follows: NetCo 1 simply offers fibre in 
conjunction with Internet Maybe a little bit of TV and a
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rudimentary telephony service that somehow still does not 
work properly. But the network as such would be able to do 
much more, and I think that is where they try to get to, so that 
in the end one could say that Internet is just a service. [...]
Currently I cannot see an USP with NetCo 1. Beside that 
they would be able to offer higher bandwidths there is 
nothing.”
(CEO of Cloud Service South)
Other interviewees took this critique one step further and suggested product 
bundling approaches between the energy supply and telecommunications 
sectors in order to obtain a higher degree of differentiation:
“Well, the other aspect for NetCo 1 then would be to actually 
do Open Access, i.e. to give other operators access to their 
network. And to stay in the consumer business in parallel as 
well. Moreover, what would be arguments from a customer 
point o f view to choose NetCo 1? One point would be to have 
a bundled product with power for example.”
(Director of Wide Area Networks at Supra Utility South)
This points to the difficulty of aligning the commercial model of the network 
structure on the one hand with that of the governance model on the other (cf. 
literature review).
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Given the need for efficiency within network structures, the specific governance 
model may still require a focal company to coordinate the overall value creation 
processes. This illustrates the alignment difficulty between the two major areas 
of governance and value creation, where a focal company may be needed for 
reasons of efficiency on the one hand, but should not necessarily solely define 
the product portfolio and its related marketing strategy on the other. In this case 
study, a focal company approach in the governance model overarched the 
commercial model, which resulted in a unique selling point influenced largely by 
the market understanding of the focal company.
Moreover, in the course of the interview evaluations, it was both important and 
interesting to analyse to what degree a bundled product approach between the 
energy and broadband service sector was pursued. Here again, the CEO of the 
holding company noted that such an approach already was in the development 
and implementation phase. This scenario could however not be confirmed by 
other interview partners in the value network, especially the CEO of the 
subsidiary representing the focal company in the value network. It may thus be 
concluded that, just as with the synergy effects in the efficiency domain, there is 
a mismatch between the strategic intention and orientation of the holding 
company and operational reality.
With regard to customer involvement in the course of the interview evaluation, it 
was found that no direct customer involvement schemes existed in case study 
1. This meant that product design decisions were done on the basis of the 
experiences and feelings of the corresponding person or department in charge.
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This is reflected in the following statement made by the CEO of NetCo 1 
Holding:
“Well, this shall not be understood as if we lived in an ivory 
tower. O f course we try to adapt the products as much as 
possible -  but an active involvement of the customer, the 
customers themselves, probably rather is not the case. But 
this is o u r -  also with power and gas -  our daily business, to 
actively think about whether the customer would like to have 
this written rather here or there: How can we best guide the 
hand of our customers?”
(CEO of NetCo 1 Holding)
The lack of such customer involvement schemes was not related to social 
media only. More structured ‘classical’ means of collecting customer feedback 
and suggestions, such as sales surveys or interactions with customers at points 
of sale, at home or at work, were also missing.
Organisational culture was a second major aspect of the interviews regarding 
relevant resources. There appeared to be major cultural differences between 
the various organisational entities, depending on whether they were rooted in 
the telecommunications or the energy supply sectors. These cultural differences 
not only resulted in a restructuring of the sales organisation in the case of 
NetCo 1, but were also one reason why no bundled products between the 
energy supply and telecommunication sectors had been developed. With 
respect to Chesbrough (2006), it is particularly difficult to produce new and
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innovative ideas if they require a very different configuration of established 
assets and resources. These different configurations would in fact be required 
in the cases under study. No joint or bundled products were thus produced.
When it comes to the domain of value creation, the specific value creation 
processes of the respective network constellations have to be understood in 
more detail. This includes understanding whether there just one or multiple 
value proposition are being created.
In that context, various interview participants referred to a so called “triple play” 
offering. Triple Play here refers to the three basic telecommunication services of 
telephony, data transmission and video offered to both consumer and enterprise 
customers. The NetCo 1 network established its own brand, called “SouthCom”, 
where the corresponding services are not produced by the focal firm NetCo 1, 
but integrated in the telecommunications network infrastructure (via Network 
Operator South in the case of NetCo 1). The bundled triple play offering, which 
targets the B-to-C market, is thus clearly a value proposition generated by the 
value network structures.
Although no multi-level approach was broadly reflected in the interviews 
conducted with NetCo 1 network participants, two NetCo 1 network companies 
nonetheless confirmed that such an approach was understood, and expected it 
to become more important to the network structure of NetCo 1 in the future. The 
awareness of such multi-level approaches in the NetCo 1 value network is 
illustrated by the following statement of the director of wide area networks at 
Supra Utility South:
“A couple of years ago, there was a period where we leased 
out dark fibres to carriers and another affiliate bandwidth to 
carriers. It then turned out that this is not that sensible. And 
therefore we concentrated all activities, no matter if dark fibre 
or bandwidth, with that affiliate. “
(Director o f Wide Area Networks at Supra Utility South)
Despite the awareness of multi-level value propositions in the NetCo 1 network 
beyond the B-to-C market, corresponding opportunities have so far not been 
pursued on a wider scale. At the time of writing, the NetCo 1 network was still in 
the process of fine-tuning its essential operations and so focusing on its B-to-C 
business.
Another aspect of value creation is related to risk sharing schemes. The 
question here is whether there is any specific model in place to distribute the 
overall risk of marketing the value propositions across all or the majority of 
value network companies. Here the case shows a high degree of consistency in 
that the focal firm (NetCo 1) virtually bears the full market risk. Although 
potential production risks have to be taken by the network companies 
contributing their input to the overall value proposition, these network 
companies do not bear risks resulting from exposure to the market. The focal 
firm and network companies thus draw up contracts determining the scope of 
supply and provision of services by the network companies on the one hand 
and the corresponding costs for the focal firm on the other.
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Only the providers of telecommunication services (telephony, data and video 
services) within the value network take over a smaller degree of market risk 
from the focal firm. As with the other network companies, the focal firm also has 
specific contracts with the service providers regulating the scope of service and 
related costs. These contracts are based on a per-user fee, meaning the focal 
firm must pay a fixed fee to the service provider for each customer connected. 
Yet low customer volumes may render this fixed price insufficient for the service 
provider to recover its costs. A minimum share of the market risk thus resides 
with the service provider. This overall situation was characterised by the CEO of 
Network Operator South as follows:
“In the field of telecommunication services we of course bear 
a certain risk, and here especially the market risk because 
we of course need a certain minimum [of customers] to get 
into a positive margin contribution. And in case the marketing 
of the carrier is not successful, then we also are in the same 
boat with the carrier. Then the calculation of the carrier does 
not work out even and so ours neither. ”
(CEO of Network Operator South)
The overall market risk in the value creation process is thus generally borne by 
the focal firm and only to a minor extent by the network service providers. The 
other partner firms on each value creation level only need to bear the 
production risk related to their products or services. This represents an 
imbalance in risk sharing that may have a major impact on innovation and 
efficiency.
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4.9.2 Reflecting Case 1
In the course of the initial data analysis (based on the key theme structure 
identified in the coding phase) ten critical and recurring aspects could be found 
that appear to play a crucial role in understanding potential drivers for 
successful business engagements. This list of aspects (cf. Table 15) shall now 
be taken as basis to reflect on the case evolution of case 1 whose specifics 
have just been presented.
It already has been outlined that efficiency and synergy aspects can be seen as 
closely intertwined. In that respect synergies can be understood as one 
necessary precondition for maximising value creation under a given set of 
resources finally representing an efficient organisation. Given that both the 
importance and potential for synergies and efficiency increase from the highest 
value creation level of services and applications down to the infrastructure level, 
it appears especially important to look at the infrastructure part in order to get 
an understanding of the degree of exploitation.
In case 1 the holding company of NetCo 1 clearly assumed the existence of 
synergies in the field of infrastructure deployment not least because of the felt 
proximity of infrastructure activities between their native energy business and 
telecommunications. Correspondingly, project related business cases of NetCo 
1 considered (partially considerable) cost advantages in their investment 
assumptions. Still, in the end these synergy expectations could not be realised. 
Even though local knowledge (being one important influencing factor for the 
realisation of synergies) with regard to the exploitation of infrastructure
191
synergies was existent, it still was not possible to reach the assumed synergy 
targets. On the one hand side the data collected revealed that this was due to 
the fact that the known requirements for infrastructure deployments could not be 
transferred to the telecommunications sector one by one. Moreover, the other 
network organisations on the infrastructure level (such as construction 
companies and network planning offices) were only given a very limited degree 
of freedom to a play a major part in gaining infrastructure deployment synergies 
increasing efficiency. One aspect that in that context certainly contributed to this 
kind of behaviour was a very limited degree of trust towards these other network 
organisations. As the overall organisational set-up had not been established for 
a longer period of time, the trust building process correspondingly found itself at 
a very early stage.
A second very important complex to consider when reflecting on case 1 is 
related to value creation. Here it first of all has to be noticed that the product 
portfolio of NetCo 1 only comprised the marketing of value creation on the 
applications and services level. This means that end consumer services were 
produced exclusively and no wholesale products existed - neither on the 
network operator level (bitstream products) nor on the infrastructure level (dark 
fibe and pipe leasing). Moreover, the product portfolio on the applications and 
services level in comparison to NetCo Ts competitors and potential new market 
entrants lacked a unique selling point so that no clear competitive differentiator 
was present. Also the fact that no bundled product between the energy and 
broadband market could be developed (even though it would have been a clear
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competitive differentiator) contributed to this lack of uniqueness with regard to 
the product portfolio.
In the introduction to case 1 it already has been outlined that NetCo Ts 
telecommunications activities were put on hold at the end of 2012 and a severe 
restructuring programme ensued. Overall therefore there business engagement 
can be considered as failed. On basis of the previous reflections it becomes 
obvious that this development can be explained by two main areas of 
relevance:
• Cost estimations for the deployment of passive infrastructure were far 
out but still subject to the business case. This mainly resulted from two 
mutually exacerbating factors: On the one hand side potential synergies 
were overestimated by the false estimation that a deep knowledge in 
energy sector deployments could easily be transferred to the 
telecommunications sector. On the other hand potential synergies could 
not be grasped due to a lack of trust towards the value network 
companies on the infrastructure level of value creation.
• The top line of NetCo Ts business case was far out. This mainly resulted 
from major deficiencies in the product portfolio: First of all NetCo 1 was 
not able to get to an unique selling point for their services marketed on 
the applications and services level. Secondly, no further wholesale 
products were offered on the other two levels of value creation. Overall
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these two main aspects led to a clear lack of customers and revenues in 
turn.
The failure of NetCo Ts business engagement therefore can be seen as a 
direct consequence of an underestimation of the cost structures on the one 
hand side and an overestimation of the customer and revenue base on the 
other.
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4.9.3 Specifics of Case 2
In case 2, an energy supply company founded a new, separate 
telecommunications company. This industry development has been recognised 
recently in different regions of Germany in particular, involving a multitude of 
energy supply companies (cf. Introduction) and raises questions as to the 
motivation for this kind of strategic decision. The CEO of NetCo 2 Holding 
commented on its strategic choice to extend its business activities:
“Being an infrastructure service provider, we dig up a lot of 
streets, deploy networks and ducts. And telecommunications, 
at least fixed network based telecommunications, very good 
matches the product portfolio. This mainly was the reason 
why we founded a telecommunications affiliate, because this 
offered us the opportunity to market both our fibre and the 
copper networks, those that already are in the streets and 
those that we continuously extend with each single new duct 
deployment.”
(CEO of NetCo2 Holding)
This statement initially confirms the general trend discussed in the Introduction 
of this paper. In accordance with the elaborations of Gillet, Lehr and Osorio 
(2006), NetCo 2 Holding as a municipal electricity utility decided to expand into 
telecommunications. This may not yet appear astonishing; yet the motivation 
behind that decision may be of greater interest.
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In the above quote, the CEO of NetCo 2 Holding points out that operation in 
telecommunications (at least regarding infrastructure) are seen as very similar, 
if not congruent, to those of the energy sector. It therefore seemed obvious to 
NetCo 2 Holding to expand its former core business into this new market. In 
fact, NetCo 2’s decision almost seems self-evident from the viewpoint of its 
CEO. This may be due to the expectation, or even assumption, that existing 
competences in energy supply could be easily transferred to 
telecommunications.
Although NetCo 2 Holding’s strategic decision was in line with industry 
developments in Germany as outlined in the Introduction of this paper, the 
decisional background does not make it clear that business strategic 
considerations played a major role. Rather, NetCo 2 Holding’s decision comes 
across as a tactical move to broaden the borders of its existing infrastructure 
business into adjacent markets. This would set its choice apart from decisions 
aiming to balance out negative market developments in the energy sector, 
which would be driven more by business strategic factors.
Consequently during the interviews the management of the holding company 
expressed its view that getting involved in telecommunications made sense 
because of the almost automatic synergies stemming from jointly coordinated 
infrastructure developments between the energy supply and 
telecommunications divisions. The CEO of the holding company stated his 
belief that these synergies were confirmed in operational reality:
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“There almost inevitably are synergies given the fact that in 
installing lines construction work is the cost driver. And if you 
already have opened up the trench, it does not play any role 
if you additionally install another cable, a duct or a fibre in a 
duct These are considerable cost synergies.”
(CEO of NetCo 2 Holding)
Still, the management of NetCo 2 itself had already made the experience that 
the supposed infrastructure synergies between the energy and 
telecommunications divisions did not materialise in operational reality. As a 
result, their infrastructure investment decisions were purely based on 
telecommunications network expansions, without considering any potential 
synergies from the energy supply division. Both the CEO and the CMO of 
NetCo 2 justified this approach, as reflected in the following statements.
“In the development of telecommunication infrastructures we 
only have synergies where we can put fibres into existing 
networks and therefore do not need to spend expensive 
money. Ok, now I will tell a secret: This nowhere is the case.
Even the network of EnergyNet we do not get for free, but 
actually to a market price. But the need to pay a market price 
also means that there always is an optimization calculation 
for me: leasing or constructing. ”
(CEO of NetCo 2)
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“The internal transfer prices of EnergyNet: I mean we are 
glad if we do not need to build networks together with them 
because everything else is cheaper. Because of that, let’s 
call it synergy penalties. ”
(CMO of NetCo 2)
Here an interesting difference regarding the assumptions on infrastructure 
synergies between the two case studies can be seen. Although the top 
managements of both holding companies saw and expected infrastructure 
synergies between the energy supply and telecommunications sectors, the 
management team of the subsidiary firm NetCo 2 had contrasting views. To 
better classify these assumptions and appraise the overall situation, it is useful 
to consider the broader network structure. Here the CEO of Network 
Construction Centre, with its many and varied customers, commented on 
infrastructure synergies:
“The costs to lay cables in the different industry sectors are 
so different because the requirements are much stronger in 
the energy sector. It does not make sense to try to join 
everything into one single overall laying procedure of cables.”
(CEO of Network Construction Centre)
The chief sales director from MobileOp also confirmed the lack of synergies in 
this context:
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“Well... no, the synergy effect, I would say, has been 
between three and five percent, if at all!”
(CSO of MobileOp)
A major finding in the domain of efficiency for case 2 therefore is that the 
expected synergies between the telecommunications and energy supply 
markets in terms of joint infrastructure developments did not materialise in 
operational reality. Interestingly, in spite of evidence to the contrary, the top 
management teams of both holding companies still appear to believe that these 
synergies really exist. Moreover, also organisational synergies in the field of 
marketing and sales finally did not prove to be existent. The CEO of Sales 
Service Centre, the sales organisation in the enterprise segment for NetCo 2, 
illustrated why a joint sales organisation between the energy and broadband 
segment did not make sense in his view:
“Not any [synergies]. Because, it will simply not work. Given 
the fact that NetCo 2 always will stay a regional 
telecommunications service provider, they will not be able to 
set up a nationwide telecommunications network. On the 
other hand power means that they can do it nationwide. How  
should it then be possible to integrate a sales organisation 
that operates nationwide in the energy sector and then is 
asked to market regional products in the 
telecommunications?”
(CEO of Sales Service Centre)
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In effect, energy sales organisations are usually set up to sell power produced 
by their energy holding companies on a national scale. However, the 
telecommunications products and services of their telecommunications sister 
companies are aimed at regional markets. Taken together, it can be concluded 
that there appear to be no synergies or benefits with regard to joint sales 
activities between the energy and telecommunications markets. This is also why 
an independent sales organisation was set up in case 2.
Like already in case 1 also in case 2 a variety of companies contributed to the 
overall value generated in telecommunications services across three value 
creation levels (cf. the section on the value creation domain). These companies 
acted as separate entities not part of the organisational structures of NetCo 2. 
Besides a flow of necessary information and material, financial resources in the 
form of payments for upstream services such as network planning, construction 
works or telecommunications services were also exchanged. With regard to the 
coordination across the three different value creation levels NetCo 2 again 
played the role of a focal company, which is confirmed by the following 
statement excerpted from the data collected:
“From 1997 until 2000 potentially there was influence from 
the municipalities. I don’t know really as I was not on board 
during that time. But from 2000 until today we have said 
where we extend our network, how we extend our network, 
and with which product background we approach those
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extensions. And in principal we also have justified whether it 
has become a success or not ”
(CEO of NetCo 2)
With regard to the interworking of these network companies it of course was 
strived for efficiency gains realised by means of close coordination, open 
communication and a focus on core competences. It was reported that this 
interworking could be achieved after an initial phase of process harmonisation. 
In particular, trust was identified as a key driver for efficiencies gained through 
this kind of interworking:
“In the beginning we have come across other modes of 
operation, at that time indeed the technicians of NetCo 2 
clearly told us where we exactly would have to build the lines 
to connect a customer. This meant there was a completed 
planning existing already. Then in a next step we also got an 
order to do the planning. And then, project after project, had 
to recognize that the route of lines [defined by NetCo 2 
technicians] was not able to be built cost efficiently. And then 
we suggested that they simply tell us a starting point A and 
an end point B and that we would look for an optimal route 
that is of interest for both sides. And exactly this mutual trust 
first of all had to be built, because in the beginning it of 
course represents a risk for the customer. ”
(CEO of Network Construction Centre)
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It took time to develop real trust between the various network partners, but it 
then facilitated higher efficiency, which had a positive impact on the cost 
structures of the various value creation levels. The need for corresponding trust 
building is therefore an important amendment to Fukuyama’s (1999) idea of 
social capital, which he claims is built chiefly on shared norms and values. 
Shared norms and values certainly are an essential prerequisite for social 
capital. Yet it appears that trust -  which only develops over time -  releases the 
real benefits of a network’s social capital. As a consequence, it must be 
considered that the efficient generation of value in a network constellation is not 
determined by the composition of the network structure perse, but also 
depends on a trust building process.
Whereas the majority of network companies in case 1 only referred to a B-to-C 
value proposition on the services and applications level, NetCo 2 additionally 
offered what is known as a “bitstream product” ( i.e. other telecommunications 
service providers can get access to customers in NetCo 2’s service area for a 
fee by interconnecting their data stream in NetCo 2’s collocation rooms based 
on IP technology). In addition, NetCo 2 leased out dark fibre links on a pure 
passive optical layer.
The importance of such a multi-level value proposition approach was illustrated 
by the regional director of MobileOp:
“Well, the first aspect from my point of view of course is a
clever marketing of your own infrastructure. This a/so means
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to generate new capacities [...]. Those capacities will 
continue to become more and more attractive, because 
network infrastructure, and also the operation of network 
infrastructure, that is the “big carrieT’, just gigantic.”
(Regional Director of MobileOp)
Given that individual companies within the value creation structure of NetCo 2 
already understood or were accustomed to a multi-level approach, and that the 
value network of NetCo 2 already actively followed such an approach, the 
following value creation outcomes on different value creation levels were 
identified:
• Triple play services on the application level (B-to-C market)
• Bitstream services on the network operation level (B-to-B market)
• Dark fibre leasing on the infrastructural level (B-to-B market)
In the case of NetCo 2, the services for the B-C market were not produced by 
the focal firm itself, but integrated into the telecommunications network 
infrastructure from a wholesale provider and marketed under the MobileOp 
brand.
Given that the energy supply sector has not been very dynamic up until now 
and is characterised by a limited degree of product innovation, long investment 
cycles have so far played a major role in the industry. This appears to have 
produced a particular corporate culture within the energy supply sector. A safe
and static worldview thus formed the basis of the sector’s organisational culture. 
This point was confirmed by the CSO of MobileOp:
“When building infrastructure a utility company always 
calculates a period of over ten years. That is how they are 
used to it... well, let me say, no one builds a nuclear power 
plant just for one year and then claims that it pays back 
within one year. This simply does not work, because the 
investment dimensions just are too gigantic. [ ...]  Well, and 
that Is the reason why energy and telecommunications from 
their philosophies do not match together.”
(CSO of MobileOp)
These cultural aspects may also explain why innovation with regard to 
potentially new and bundled products between the energy supply and 
telecommunications sectors was very limited on the application and service 
level in case 2. The characteristics of the value propositions generated by the 
value networks therefore mainly followed those of existing product portfolios 
within the industry. This included a triple play applications offering on the 
applications and services level, which (leaving aside bandwidth capacity) could 
be considered as comparable to and therefore substitutable by the products of 
any competitor in the same region. Cost-leadership strategies were thus 
pursued. Only when it came to bandwidth capacity could the triple play offering 
of both value networks be considered as distinct, given the existence of fibre
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network extensions in both cases. Bandwidth capacity consequently was 
confirmed as the main differentiating factor by the CEO of NetCo 2:
„Of course FTTC is the unique selling point, we are the only 
ones that are able to offer 50 megabit per second in this area 
and that of course has immediate impact on the take rates.”
(CEO of NetCo 2)
The CMO of NetCo 2 similarly highlighted the infrastructural benefits:
“Let’s phrase it like that: We are in front of the challenge that 
the infrastructure determines the level o f maturity of the 
market. [...]  This means: Already now we see the 
infrastructure topic as the differentiating factor, infrastructure 
and bandwidth.”
(CMO of NetCo 2)
Consequently, with regard to competitive advantage, the products and services 
offered to both consumer and enterprise customers through the value creation 
system were comparable to those of competitors (i.e. the overall characteristics 
are not set apart from those of competitors). Instead, bandwidth capacity turned 
out to be the only differentiating factor in overall value creation.
Another aspect of value creation is related to risk sharing schemes. The 
question here is whether there is any specific model in place to distribute the 
overall risk of marketing the value propositions across all or the majority of
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value network companies. Here, both cases show a high degree of consistency 
in that the focal firm NetCo 2 also virtually bears the full market risk. Although 
potential production risks have to be taken by the network companies 
contributing their input to the overall value proposition, these network 
companies do not bear risks resulting from exposure to the market. The focal 
firm and network companies thus draw up contracts determining the scope of 
supply and provision of services by the network companies on the one hand 
and the corresponding costs for the focal firm on the other. The CEO of Network 
Planning Centre commented on this arrangement as follows:
“[Market risk] that is solely with NetCo 2. The same of 
course, we have to say, concerns our services that relate to 
the quality o f construction and its implementation. As long as 
we are involved we bear the responsibility. [ ...]  If  we 
therefore are no longer involved in the construction process, 
this e.g. means construction supervision, we of course 
cannot be held liable. [ ...]  Or simply spoken: we are only held 
liable for what we have actually delivered, depending on the 
scope.”
(CEO of Network Planning Centre)
As discussed in the literature review, innovation and efficiency are enhanced by 
reducing the probability that participating network firms will engage in self- 
interested behaviour, thus leading to beneficial outcomes (Kauffman, Li and 
Van Heck, 2010). In view of the risk sharing schemes found in this case, it may 
be assumed that these schemes actually encouraged some sort of self­
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interested behaviour. This is because network companies not affected by 
overall market risk may be tempted to reduce the specific risk related to their 
own activities only (in order not to infringe upon their contract with the focal 
company), rather than the overall market risk related to the overall creation of 
value. Thus, when new business opportunities are co-created through inter- 
organisational networks (Vanhaverbeke and Clood, 2006), the degree to which 
innovative value propositions can be generated under imbalanced risk sharing 
schemes must be carefully considered. This mechanism ought to feature in a 
corresponding business model framework.
Possibly one of the most astonishing points resulting from the analysis of the 
data collected is related to the resource of local knowledge. With respect to 
NetCo 2, local market knowledge certainly was a resource outside the natural 
reach of a competitor, because it is always subject to an extensive network of 
local relationships and local integration as well as a complex process of 
organisational learning (Lord and Ranft, 2000). The researcher thus initially 
expected to find at least the following two advantages:
• On the one hand, cost advantages usually should be accessible, given 
that in terms of infrastructure building, local knowledge helps to optimise 
building costs. This assumption is also backed by a corresponding 
statement made by the CEO of Network Construction Centre.
• On the other hand, local knowledge should help to develop innovative 
products that are relevant to the local market. Because a national 
competitor cannot adapt its product portfolio to every local market in
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Germany, this seems to be a clear competitive advantage of the value 
creation structures under analysis.
Local knowledge then indeed was highlighted as a competitive advantage 
across several network companies in this case during the interviews, both 
implicitly as well as explicitly. Yet when pressed for specific instances of how 
local knowledge had been applied in the respective value creation structures 
(leading to cost reductions and / or innovation), none of the respondents could 
readily provide concrete examples of its actual use.
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4.9.4 Reflecting Case 2
Like in case 1 also in case 2 the holding company of NetCo 2 assumed the 
existence of synergies in the field of infrastructure deployment not least 
because of the felt proximity of infrastructure activities between their native 
energy business and telecommunications. Still, on the other hand in contrast to 
case 1 the management of NetCo 2 itself not only was aware that such 
expectations regarding infrastructure synergies usually were overestimated. 
Rather they also did not consider corresponding cost advantages in their 
investment assumptions. As a consequence their business cases for the single 
broadband investments projects proved to be much more realistic and solid 
resulting in investment projects that usually “kept the numbers”. A major reason 
for the fact that - contrary to their shareholders (NetCo 2 Holding) - the 
management team of NetCo 2 was not subject to similar misbeliefs regarding 
synergy effects appears to relate to their career backgrounds: All management 
team members of NetCo 2 were recruited from the telecommunications sector. 
Correspondingly their business estimations stemmed from experiences made in 
that industry and told them that such synergies would only be hard to achieve.
When it comes to interworking aspects within the value network systems on
each value creation level it could be recognised that NetCo 2 (unlike NetCo 1)
yielded a very high degree of freedom to their partner organisations with regard
to their value creation contributions. This freedom was grounded in a high
degree of trust towards the network organisations which appeared to be the
result of a long trust building process which had been ongoing for (partially)
more than ten years. One consequence (especially on the infrastructure level)
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appeared to be a higher degree of innovative approaches to get to cost 
improvements.
That high degree of freedom given to other network partners basically indicated 
an organisational culture affected by openness and trust. With that being a 
fertile soil for innovation also corresponding cost reductions on the single value 
creation levels could be reached. Nevertheless, innovation used to be limited 
with regard to product portfolio aspects still: The product portfolio on the 
applications and services level in comparison to NetCo 2’s competitors and 
potential new market entrants lacked a unique selling point so that no clear 
competitive differentiator was present. Especially no bundled products between 
the energy and broadband market could be developed (even though it would 
have been a clear competitive differentiator). Still, NetCo 2 at least produced 
and marketed wholesale products both on the network operator level (bitstream 
products) and on the infrastructure level (dark fibre and pipe leasing).
In the introduction to case 1 it already has been outlined that NetCo 2’s 
telecommunications activities have developed successfully from the start of 
their engagement. On basis of the previous more general reflections it 
becomes obvious that this development can be explained by three main areas 
of relevance:
• Cost estimations for the deployment of passive infrastructure were solid 
and realistic and made subject to the investment projects. This mainly 
resulted from the fact that the management team of NetCo 2 itself was
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recruited from the telecommunications sector and was able to judge 
“real” deployment synergies. Correspondingly potential synergies were 
not influenced by aspirations of the energy sector that they could easily 
be achieved.
• Realistic cost reductions could be reached due to strong trust of NetCo 2 
towards the value network companies on the different value creation 
levels (especially on the infrastructure level).
• The top line of NetCo Ts business cases was strong. Even though also 
NetCo 2 was not able to get to a unique selling point for their services 
marketed on the applications and services level, they still offered 
additional products for the wholesale segments on the lower value 
creation levels. Moreover, based on the fact that they marketed the 
telecommunications services under the nationally renowned brand of 
MobileOp they were able to reach a high number of end customers 
through a strong marketing and sales. Overall these two main aspects 
led to solid revenues in turn.
The success of NetCo 2’s business engagement therefore can more generally 
be seen as a result from of a proper estimation of the cost structures on the one 
hand side, an open and trustworthy network culture on the other as well as a 
solid customer and revenue base.
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4.10 Data Analysis Round IV -  Comparing and Contrasting Case 1 and 2
Based on the case discussions and reflections in the previous sections, it 
appears that any new MED entrant to the German broadband services market 
should consider the following four main characteristics as part of a successful 
and sustainable business strategy:
• The relevant value propositions for the broadband services market can
only be generated through a highly complex organisational structure 
involving specialist companies cooperating in a network structure.
• Value creation organisational structures complicate innovation activities
and competitive strengths.
e The different cultural paradigms of individual organisational entities in the 
complex organisational structure can directly impact business success.
• The potential of realisable synergies between the energy supply and
telecommunications sectors is very limited, if at all present.
The generation of relevant value propositions requires new market entrants to 
organise value creation in a cross-company matrix comprising value networks 
on the horizontal axis and a value chain approach on the vertical axis. The three 
different value creation levels of the broadband services market comprise three 
distinct value networks consisting of specialist companies (selected according 
to the knowledge and expertise needed at the respective value creation level). 
The value proposition generated for the consumer market is then assembled 
across the value creation levels in a value chain. In order to coordinate the
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resultant complex structure, a focal company is needed to orchestrate the value 
network outcomes on the one hand, and to ensure that the single value creation 
outcomes of each value network are assembled across the vertical value chain, 
on the other. The focal company’s management must therefore be clearly 
aware of the structural complexity of the entire network. It must simultaneously 
understand the specific mechanisms and demands influencing value creation at 
each value creation level, as focusing on just one value creation level (which for 
most MEUs is the infrastructure level) is insufficient. Moreover, the focal 
company ought to foster trust among the different cooperation partners 
(especially within the value network structures at the three value creation 
levels). This is because the efficiency of the value creation structure only 
improves over time as trust gradually permeates the network.
According to Johnson (1992), culture is made up of beliefs and assumptions 
that embody an organisation’s view of itself and its environment. This view is 
what he calls the “organisational paradigm”. This paper has already mentioned 
how the entry of MEUs to the broadband services market may reflect certain 
strategic decisions based on organisational paradigms rooted in other 
industries, with potentially negative effects on business success. Given the focal 
company’s special role as the coordination entity within the value creation 
structure, it is important that its culture matches that of the broadband services 
industry. The focal company should thus be set up as a separate organisational 
entity focusing solely on the broadband services market.
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Since the expected synergies between the energy supply and 
telecommunications sectors usually cannot be realised either at the 
infrastructure level or with regard to sales activities, corresponding synergies 
should not be considered in any business case for the broadband services 
market. Conversely, a solid business case needs to pay off without considering 
these synergies. A distinct infrastructure planning entity (i.e. independent of 
energy network planning) and sales organisation should thus be established.
To counteract the risk of a lack of innovation and competitive strength, the 
innovation capabilities and differentiation potential of the value creation 
structure must be improved. Introducing a risk sharing scheme to ensure the 
widespread integration of companies nominally exposed to risk in the value 
creation structure is a first step to enhancing innovation capabilities. In addition, 
the focal company should strive to foster an active exchange among companies 
not only within, but also between the individual value creation levels. Moreover, 
the introduction of customer involvement schemes will help to define products 
and services that appeal to customers, and thus to increase differentiation 
potentials. Newcomers to the broadband services market initially tend to neglect 
the opportunity of marketing each value creation level output separately to 
different customer segments in the B2B market. Focal companies therefore 
need to be aware of this valuable market expansion potential right from the get- 
go.
The following table once again summarises the four key characteristics of MEU 
entrants to the German broadband services market, with corresponding
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recommendations for action. It consequently comprises the demands and 
actions that are necessary to consider when targeting a successful 
development of the value creation matrix as depicted in Figure 19.
Key Characteristic
Recommendation/
Demand Actions
Value creation requires a 
complex organisational 
network structure
Establish a capable focal company
•  The focal company should have 
an understanding of the value 
creation meachanisms and 
complexity on each single VC level 
(not only of those on a single level)
•  The focal com pany actively 
needs to foster trust building among 
the different VCS partner companies
Different cultural paradigms 
impact business success
Match industry culture with cultural 
paradigm of VC matrix
•  The focal com pany should be a 
separate entity solely focusing on the 
broadband service market
•  The focal company's 
organisational culture should match 
the industry culture
Lack of realisable synergies
Do not rely on potential synergies and 
do not incorporate any into relevant 
business case
•  Keep a separate sales 
organisation for the broadband 
service market
•  Keep a separate network 
infrastructure planning entity that is 
aligned to the activities on the 
broadband service market solely
Lack of innovation and 
competitive strength
Strengthen innovation capabilities and 
differentiation potential
•  Introduce a risk sharing scheme
with regard to market risk
•  The focal company needs to 
foster an active exchange between 
the three different VC levels
•  Introduce a customer involvement
scheme
•  In parallel to the overall value 
proposition across the three VC 
levels market the value proposition of 
each VC level separately as well
Table 16 -  Summary of Key Aspects for MEUs entering the German Broadband Services Market
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Contrasting the two cases and the respective business engagements of each 
NetCo with regard to the four key characteristics summarised before now 
reveals a potential explanation for the differing business success of the two 
NetCos:
From the data analysis it can be derived that - given the complex organisational 
network structure -  the MEU has to be able to fulfil the role of a capable focal 
company coordinating business activities across all three levels of value 
creation. This first of all includes having an understanding of the value creation 
mechanisms in the broadband service market on each single value creation 
level. In case of NetCo 2 this was given due to the fact that the management 
team was recruited from the telecommunications industry. As a consequence 
they had a very good understanding beyond the pure infrastructure 
requirements including value creation mechanisms on the network operator as 
well as applications and services level. NetCo Ts management team on the 
other hand was brought in from the energy utility side of its holding company 
and so they clearly had a career background and corresponding experiences 
affected by the energy industry. As a consequence they rather tended to focus 
on the infrastructure part as the main aspect for sustainable business success 
also in the broadband service market.
Moreover, the focal company should actively foster trust building among the 
different partner companies on each value creation level, which NetCo 2 
successfully did. In NetCo Ts case there was a clear lack of such trust. This not 
necessarily was due to a lack of trust building capabilities of NetCo 1 but may
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also be credited to the fact that in comparison to case 2 the business 
engagement had not been started that long ago.
With regard to the first key characteristic it consequently can be summarised 
that NetCo 2 was fully able to address the resulting demand whereas NetCo 1 
was not able to do so.
The second key characteristic of the broadband services market for MEUs 
leads to the demand that the overall cultural paradigm of the value creation 
structure should match the industry culture. In that respect the MEU (NetCo in 
the cases) as focal company plays a crucial role as it needs to foster these 
cultural aspects. Here again NetCo 2 was fully able to address that demand 
given that they represented an entirely separate organisational entity just 
operating on the broadband service market. Moreover, given their management 
team and its telecom background the overall culture of the focal company rather 
matched the industry culture. In contrast, NetCo 1 in parallel operated both on 
the energy as well as broadband service market and consequently (also 
impacted by its management team’s career background) did only match the 
telecommunications industry’s culture to a minor degree.
As a consequence also with regard to the second key characteristic it can be 
summarised that NetCo 2 was able to address the resulting demand to a very 
high degree whereas NetCo 1 was not able to do so.
When it comes to the third key characteristic, both NetCo 1 and NetCo 2 
generally addressed the demand derived in the course of data analysis (even 
though NetCo 2 more comprehensively than NetCo 1):
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Both companies did not rely on one single sales organisation for both the 
energy and broadband service market but established a separate organisational 
entity. Still, NetCo 2 additionally kept a separate network planning organisation 
(through a network partner) that was aligned to the activities on the broadband 
service market solely. Overall, in comparison to NetCo 1, this resulted in 
preventing NetCo 2 more comprehensively from false estimations with regard to 
realisable synergies.
The demand derived from the fourth key characteristic (to strengthen innovation 
capabilities and differentiation potential) was almost not addressed from any of 
the two NetCos. Only NetCo 2 -  again based on the knowledge and experience 
affected by their telecom industry background -  separately marketed the value 
proposition of each single value creation towards the different B-2-B and B-2-C 
customers. Still, both NetCos did not succeed in fostering and utilising 
innovation across the different value creation levels in a way so that they would 
have been able to get to a product portfolio being considered as unique in the 
broadband service market. Concluding from that, with regard to the fourth key 
characteristic it can be noted that NetCo 2 at least was able to address parts of 
the resulting demand whereas NetCo 1 was not able to do so at all.
Taken together, the fact that NetCo 2 was able to address all four key demands 
derived from the data analysis (whereas NetCo 1 did so for only one) resulted in 
a successful development of the necessary value creation matrix and a 
corresponding success in their business engagement on the broadband service 
market.
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5 Discussion of the Findings
5.1 Introduction
Chapter 1 of this paper commented on the mutual consent within the academic 
literature that widespread access to next generation broadband services should 
lead to economic growth and societal balance within national economies. 
Broadband networks will therefore need to cope with the increasing network 
demands imposed on them in the upcoming years (Tahon et al., 2013). This 
apparently makes broadband service markets to growth markets in a multiplicity 
of countries worldwide.
With regard to the German broadband services market and in accordance with 
Gillet, Lehr and Osorio (2006), municipal electric utilities (MEU) in particular 
have increasingly expanded their business activities into telecommunications in 
recent years. Indeed, current market developments offer a unique market entry 
opportunity for companies that until now have been operating in adjacent 
infrastructure sectors. The varying success of these engagements signals the 
need for a more comprehensive understanding of market mechanisms, key 
characteristics and relevant business model approaches.
The aim of this thesis is to develop a holistic business model framework to 
support organisations in their efforts to be sustainably successful within the new 
market environment of broadband services. A basic understanding of the key 
characteristics shaping how MEUs in particular are generating and providing 
broadband services in the German broadband services market was thus 
established. This resulted in two overarching research questions. The first
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question dealt with the key characteristics of the generation and provision of 
broadband services in the German broadband services market. The second 
question extrapolated these characteristics in order to develop a holistic 
business model framework tailored to the broadband services industry.
Chapter 5 will distil the findings from the extensive data analysis, compare them 
to the initial research questions and derive corresponding conclusions. This will 
be done in three thematic blocks: strategic and structural aspects (strategy and 
structure), market centric aspects (value creation and competitive advantage) 
and operational aspects (resources and efficiency).
Section 5.5 will then conclude this chapter with a presentation of the 
implications that the results of this thesis may have for both markets and 
academia. The limitations of and potential avenues for further research will also 
be raised.
Later Chapter 7 will then discuss the evolution of a suitable business model 
framework for the broadband services industry in light of the four business 
model components defined in Chapter 2.
5.2 Key Aspects for MEUs in the Domain of Strategy and Structure
According to Madvahan et al. (1998), inter-firm relationships play a major role in 
today’s dynamic industry and market environments. Peppard and Rylander 
(2006) thus conclude that value is no longer created in a value chain, but rather 
co-created by a combination of players in organisational networks. The data
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analysis results in Chapter 4 of this paper point to the existence of value 
network structures in MEUs in the German broadband services market. The 
results also show that relevant organisational structures go well beyond a 
simple distinction between pure value network approaches on the one hand, 
and value chain approaches on the other and therefore confirm but also 
complement Peppard and Rylander’s findings.
Value creation activities are split across three distinct value creation levels. The 
first level is concerned with the construction and provision of passive 
telecommunications network infrastructure. The second level deals with the 
operation of this infrastructure and is the prerequisite for the third level, i.e. the 
provision of telecommunications services and applications over the network.
The second and third levels require an intermediate input from the first and 
second levels, respectively. As such, the value chain level structure 
summarised by Troulos, Merekoulias and Maglaris (2009) is confirmed by this 
study and also applies to MEUs in the German broadband market.
With regard to the value network configurations on each value creation level, 
the data analysis showed that the majority of partner firms on one level are not 
involved in activities on other levels. This indicates that the knowledge and 
experiences of the firms involved in a value creation system are mostly limited 
to a specific value creation level, at which point they contribute most strongly in 
terms of innovation and efficiency gain. One focal entity thus is required to 
initiate, coordinate and consolidate the activities of the other entities across the 
three value creation levels, especially along the vertical axis. Actually this
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finding complements earlier findings of Stabell and Fjeldstad (1998) with regard 
to their value configuration distinction (at least when it comes to the provision of 
services from the applications and services level): Their classification of a 
“network” becomes relevant in the case analyses of this study (considering that 
the value creation logic here is to link customers on basis of the different 
telecommunications services). The corresponding business value system 
structure they suggest for that kind of value configuration is a layered and 
interconnected network. And indeed such a layered and interconnected 
network approach is confirmed by this study. Still, on basis of this study findings 
their theory is complemented by the need for an organisational entity which is 
crucially required (focal company) to coordinate and consolidate the activities 
across the three value creation layers.
In view of this complex value creation structure, the strategic aspects analysed 
become interesting in the next step. In fact, the structural demand for a focal 
company is closely related to the original business idea behind entry to the 
broadband services market and the corresponding strategic focus.
It can thus be assumed that the strategic decision to enter the broadband 
services market is usually made by the holding company of the MEU, with the 
latter taking on the role of focal company later on. The holding company’s home 
market is energy production and supply, and in most cases, it enters the 
broadband services market at the infrastructure level only, without initially 
considering the upper value creation levels relevant for successful broadband 
services offerings. This confirms the strong desire of energy supply holding
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companies to simply extend their existing infrastructure business into a new, 
adjacent market. In light of the necessary value creation structures discussed 
above, this leads to the dilemma that the business model of the (partially newly 
founded) affiliate may be limited to the infrastructure level of value creation. But 
since the MEU must eventually take on the role of boundary spanner and 
coordinate and consolidate the value creation process across all three value 
networks, the original business idea and corresponding strategic focus will be 
unsuccessful right from the start. MEUs and their holding companies should 
therefore be aware that a successful entry into broadband services needs to 
consider all three levels of value creation at the very beginning of strategic 
planning -  even if every level is not directly addressed.
Still, often a tendency to limit the strategic focus on the infrastructure level of 
value creation may be identified with MEUs entering the broadband services 
market. This appears to be the result of incorrect, or at least incomplete, basic 
assumptions stemming from a lack of knowledge regarding the new market 
structures. In consequence, it is apparent that strategic decisions framed by an 
understanding of the home market, rather than the target market, carry a high 
risk of failure. These aspects confirm DiMaggio and Powell’s (1983) theory of 
institutional isomorphism and were also found in this study: NetCo 1 overall did 
not succeed in conforming to the institutional isomorphism of the broadband 
service market for different reasons (cf. Chapter 4) and finally failed in their 
business engagement on the broadband service market. NetCo 2 on the other 
hand kept their broadband service organisation separate from the energy 
industry and proved to be successful that way (i.e. they were able to adapt to
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the institutional isomorphism of the broadband service market). Especially case 
2 therefore furthermore can be understood as a confirmation of Meyer and 
Rowan’s (1991) theory on structural aspects of decoupling. Still, in the case of 
NetCo 2 -  even though decoupling played a major role -  finally Siti-Nabiha and 
Scapens’ (2005) findings that decoupling additionally can help to create 
conditions to introduce change in the organisation could not be confirmed.
5.3 Key Aspects for MEUs in the Domain of Value Creation and 
Competitive Advantage
Value is not limited to marketing the combined value creation outcome across 
the three value creation levels to end customers. It can be offered at the 
individual value creation level to business-to-business customers in a wholesale 
model, thus expanding business potential. So e.g. infrastructure could be 
leased on a dark fibre basis to other network operators, or service providers 
could offer their services and applications in the MEU’s coverage area based on 
a per-subscriber fee. This kind of marketing model is already well known to 
incumbent telecommunications providers. It was nonetheless surprising to see 
that each focal company of the value creation matrix initially focused exclusively 
and for a considerable period of time on the private and enterprise customer 
segment before addressing, or planning to address, other customer segments. 
The extension of business potential after new entry to the broadband services 
market thus appears to occur only in the course of a particular development 
process. This may be because new market entrants initially prefer to get ‘overall 
value creation right’. Or it may be because business-to-business customers are 
initially seen as competitors, rather than potential business partners.
The section on structure and strategy already discussed how certain strategic 
decisions pertaining to the entry of MEUs to the broadband services market risk 
being based on market understandings not relevant to the broadband services 
market. MEUs newly entering the broadband services accordingly face major 
challenges in their transformation processes. These companies do not start 
‘green field’, but carry organisations, processes and business networks shaped 
by other markets. This paper supports this assumption, since the main selling 
point of the value proposition generated by the value creation matrix is rooted in 
infrastructural aspects. From a marketing point of view, the focal company of 
the value creation matrix focuses on and stresses the superior data 
transmission quality of their communication products, based on the 
infrastructure characteristics of the telecommunications networks built. This 
marketing focus draws on the traditional strengths of MEUs in view of the 
infrastructure-heavy energy production and supply market they operate in. 
Nevertheless, it also passes up opportunities for further business potential due 
to limitations in innovation capabilities, as the following paragraphs will attempt 
to explain.
Revisiting Hamel (2002), one can assume that companies in radically changing 
environments need to modify their business models in order to successfully 
start or stay in business. Gaining a competitive advantage from innovation 
requires the integration of innovative activities across organisational boundaries 
(Dodgson, Gann and Salter, 2002). This paper’s findings suggest that the 
innovation capabilities of the value creation matrix led and coordinated by the
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focal company appear limited. Indeed, the products and services offered to both 
household and enterprise customers in the business-to-customer market 
segment are very similar to those of competitors. This is the case even though -  
more on this later -  the product portfolio of the value creation matrix could 
easily include features and influences from both the telecommunications and 
energy supply sectors. Such differentiation measures would produce 
advantages that competitors could not easily match.
In trying to explain the innovation limitations of the value creation matrix, it may 
be useful to take Bygstad, Lanestedt and Choudri’s (2007) elaboration as a 
starting point. For broadband service innovation in the public sector they 
basically found that successful service innovation rather is an organisational 
than a technological process. Consequently following Dodgson, Gann and 
Salter’s (2002) assumption that innovation requires an integration of activities 
across organisational boundaries, the interaction of the focal company and the 
companies at each value creation level has to be more closely examined.
Here the study reveals that the overall market risk in the value creation process 
is generally borne by the focal company and only to a minor degree (if at all) by 
the other value network companies. As a consequence, the individual value 
network companies do not directly depend on the market success of the product 
portfolio. Their risk is mostly limited to the production risk of their value creation 
contribution, which they can control themselves. The network is therefore 
shaped by an imbalance in risk bearing, with no means of spreading the market 
risk more widely across all network participants.
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Such risk imbalances are unlikely to encourage individual network companies to 
play a bigger role in the value proposition created at each value creation level. It 
is no coincidence that mostly dyadic interworking relationships exist between 
the focal company and the value network companies in a value creation 
structure. These relationships are in most cases attended by corresponding 
contractual arrangements. In addition, as previously stated, the knowledge and 
experiences of the firms involved in a value creation system are mostly limited 
to their value creation level, leading to an almost total absence of active 
exchange between companies on separate value creation levels. Taken 
together, risk imbalances and the absence of active exchanges across different 
value creation levels contribute to the innovation limitations of the value creation 
matrix. Innovation then becomes the responsibility of the focal company, for the 
most part.
Fukuyama’s (1999) description of a business network as social capital provides 
another insight to the innovation limitations of the value creation matrix. Arguing 
that such networks are defined by the shared norms and values of the network 
partners fostering an interactive exchange, Fukuyama claims that members are 
more willing to engage in reciprocal exchange in addition to market exchange, 
thus contributing to the long-term successful market positioning of the entire 
business network, not just a core firm. Kauffman, Li and Van Heck (2010) also 
argue that social capital based on shared norms and values reduces the risk of 
participating firms engaging in self-interested behaviour at the expense of 
partner firms.
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Taking Fukuyama’s and Kauffman, Li and Van Heck’s assumptions as basic 
conditions of the innovation capabilities of value networks, the existence of 
shared norms and values in the value creation matrix is apparent. Yet these 
shared norms and values to a large extent only exist within the dyadic 
relationships between the focal company and the various individual companies, 
and are not necessarily shared across a larger community of companies within 
the value creation matrix. An established risk sharing scheme could therefore 
broaden the sharing of norms and values and accordingly increase the 
network’s innovation capabilities.
This section shows that the overall relevance of Freeman’s (1984) “stakeholder 
approach” is confirmed. Given the different potential products and services 
generated on three different value creation levels a consideration of all relevant 
stakeholders becomes crucial. In case of NetCo 1 this approach has not been 
followed (but rather a shareholder approach) resulting in a corresponding failure 
of their business engagements. Still, considering the aspects of risk sharing 
found in this study, it also appears to be relevant to complement Freeman’s 
approach with Clarkson’s (1995) demand to better differentiate between 
stakeholders taking on risks and stakeholders not doing so.
5.4 Key Aspects for MEUs in the Domain of Resources and Efficiency 
The product portfolio of any organisation is one of its key resources, especially 
in relation to its business success. With regard to the product portfolios of the 
value creation matrices considered by this paper, none were found to include 
products or services comprising features or influences from both the 
telecommunications and energy supply sectors (e.g. smart grids or smart
homes), despite the focal company stemming from the energy supply market. 
Moreover, it did not even seem possible to generate and offer a bundle of 
existing products from both sectors. These companies thus failed to fulfil their 
differentiation potential in relation to their competitors, despite the belief of C- 
level executives in the holding companies that such bundled products existed, 
or were even being marketed.
Local knowledge is another major resource serving as the basis of sustainable 
success. Given the fact that the focal companies, and especially their holding 
companies, have been in the local energy business for decades, they have not 
only built a good understanding of the culture and behaviour of local market 
participants, but also maintained a direct customer relationship with almost 
every household in their respective service areas.
The almost exclusive differentiation potential resulting from the ability to merge 
knowledge from two industry sectors with local knowledge is thus not being 
exploited, in spite of its evident competitive advantages. This may be due in part 
to the innovation limitations discussed in the preceding section. However, this 
paper’s data analysis points to an additional factor: the lack of customer 
involvement in the process of designing products and services.
Innovation limitations and the lack of customer involvement reinforce one 
another in preventing the fulfilment of differentiation potential. Given that 
customers are not involved in defining the products and services they consider 
useful and appealing, the overall product portfolio definition is largely based on
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the product definition capability of the value creation matrix. Considering that 
the focal company plays a central role in the value creation matrix (due to the 
innovation barriers described in the preceding section), an innovative product 
portfolio definition largely rests upon the estimations and experiences of the 
focal entity.
The aspects discussed before again confirm the need and validity of Freeman’s 
(1984) “stakeholder approach” as they all hint at getting a basic understanding 
of the different demands and influences of different stakeholder groups first 
before the generation of a successful product portfolio is possible. Moreover, 
especially the findings on local knowledge both confirm and complement 
Dobson, Jackson and Gengatharen’s (2013) findings to always understand 
broadband adoption and use in combination with an understanding of the social, 
everyday context within which it operates. The complementing factor found in 
this study is that there is a social, everyday context with regard to each different 
stakeholder group on each single level of value creation (potentially also 
depending on the different geographical regions). As a result, there is not just 
one context to consider but rather a variety of contexts depending on the value 
creation level targeted and its specific stakeholder setting.
Another intangible resource playing a crucial role in the value creation process 
is organisational culture. Here it is again necessary to refer to the organisational 
setup identified in the organisational structures under analysis. In both cases 
(especially in the area of network planning and construction), organisational 
entities (departments or firms) are involved in value creation structures native to
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the energy supply sector, and have taken on additional activities related to the 
new business field of broadband services. This paper’s chapter on data analysis 
has already pointed to remarkable cultural differences between these 
organisational entities and those stemming from the telecommunications sector.
One major difference between the two cases analysed lay in the fact that the 
focal firm in the NetCo 2 case was newly founded, and as such was completely 
native to the broadband services market from its inception, whereas in the case 
of NetCo 1, the focal company addressed both the broadband services and 
energy supply markets. Given the rather unsuccessful business development of 
the NetCo 1 case, one might conclude that the corporate culture of the focal 
firm needs to match the industry culture of the broadband services industry in 
order to be sustainably successful. This is in accordance with the elaborations 
of Roh, Min and Hong (2011), who assert that the focal company must reflect 
competitive market realities and therefore ensure the responsive adjustment of 
the product strategy to match those realities. Otherwise, strategic decisions may 
end up being based on business paradigms that are relevant to other industries 
(such as the energy supply sector), but not the broadband services market.
Potentially the most interesting conclusions -  at least concerning resources and 
efficiency -  can be drawn with regard to synergies and synergy effects. A brief 
reminder of the findings of the chapter on data analysis regarding why the 
holding companies chose to enter the broadband services market is useful 
here. Expected synergies between the energy supply and telecommunications 
sectors in the deployment of network infrastructures were a major reason for the
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holding companies choosing to enter the broadband services market. The 
outlook on virtually ’automatic’ efficiencies, giving quasi ’automatic’ competitive 
advantages, seems to have fuelled this trend-setting decision.
In view of the above, it is apparent that different market specifics between the 
energy supply and broadband services markets cause the synergies that can be 
reached at the infrastructural level to be marginal. This is partly due to the fact 
that it is extremely difficult to align infrastructure development programmes 
between the energy supply and telecommunications sectors. Marketing plays a 
major role in this respect. For instance, there may be no compatible energy 
infrastructures in secluded municipalities or cities where the marketing of 
broadband services is prioritised. Infrastructural synergies through the use of 
one ditch for both telecommunications and energy may thus not be possible in 
such constellations. Moreover, the high construction costs of energy networks, 
which are the result of specific requirements in the energy sector, do not match 
the cost levels of the broadband services market. This remains the case even 
when costs are split between the energy and telecommunications sectors.
Sales are the second factor playing a major role in the synergy and interworking 
between the energy supply and broadband service sectors. Here too, the 
synergies between the two sectors are marginal, if at all present. This is 
because the industry specifics of the broadband services market require a 
separate sales organisation from that of the energy sector. This apparent 
incompatibility in sales is closely related to the issue of bundled products, since 
a disjointed sales structure also hampers any potential bundling of products.
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To conclude this section, greater operational efficiency has developed over time 
across the different organisational entities contributing towards the value 
creation process within the value creation matrix. Different value creation 
systems require time to build a level of trust necessary to reach maximum 
efficiency. Trust is therefore a key asset in which resources should be invested.
5.5 Implications for Academia and Industry
Based on the key aspects relevant for MEU engaging on the broadband service 
market filtered and summarised before, the following two sections now will 
present the implications that can be derived both for academia as well as for 
industry practitioners.
5.5.1 Implications for Academic Theory
At the start of this paper, business model theory and corresponding frameworks 
mainly focused on single-company scenarios, barely or not at all considering 
business network aspects. Moreover, the majority of business model 
frameworks followed a static approach - especially those developed in the 
context of the broadband services market (cf. Troulos, Merekoulias and 
Maglaris, 2009). In light of the fledgling debate on vertical integration across 
value creation levels in the broadband services industry, it seemed obvious that 
business networks and corresponding dynamics would have a strong relevance 
in the explanation of successful business models.
Moreover, the fact that successful business strategies in the broadband service
market cannot neglect to consider aspects of vertical integration across different
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levels of value creation almost automatically included the need to understand 
the different stakeholders that finally impact the generation of products on each 
single value creation level.
Considering that MEUs as lateral market entrants first of all will be required to 
get to corresponding value creation structures (starting from the value creation 
structures in their native energy market) additionally made institutional theory 
strongly relevant with regard to the organisational transformation process.
Consequently, the findings of this paper offer a substantial contribution to 
business model theory in general, and represent an advancement of theory with 
regard to business model approaches in infrastructure markets in particular. 
Additionally specific contributions are made to both stakeholder and institutional 
theory with regard to the broadband service market.
Coexistence of the value chain and value network approaches in broadband 
service industries
Academic theory would do well to acknowledge that with regard to business 
models in broadband service industries, there is no ’either... or’ in terms of the 
superiority of a value chain or value network approach. Instead, both 
approaches coexist in the business models of infrastructure industries, leading 
to a complex organisational structure in a value creation matrix, coordinated 
and controlled by a focal company.
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Development of a business model framework for broadband service industries
Based on the coexistence of the value chain and value network approaches, 
this paper developed a new and improved business model framework for 
broadband service industries. It took the existing concepts elaborated by Conte 
(2008) and Demil and Lecocq (2010) as a base and evolved them into a new 
framework tailored to infrastructure industries, paying special attention to the 
complex organisational structure of a value creation matrix for value generation.
Consideration of value networks and the external environment in business 
model theory
The business model framework developed in this paper makes extensive use of 
aspects of value networks based on infrastructure industry specifics, a first in 
business model theory. By incorporating the potential impacts of the external 
environment, this paper’s business model framework considers the dynamic 
changes taking place both within and without the value creation structure. Both 
aspects may serve as the basis of further research in the context of 
infrastructure industries.
Relevance of stakeholder approach for lateral entrants to broadband service 
market
Given the different potential products and services generated on three different 
value creation levels a consideration of all relevant stakeholders was identified
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as being crucial. The overall relevance of Freeman’s (1984) “stakeholder 
approach” therefore is confirmed for the broadband service market. Considering 
the aspects of risk sharing found in this study, it also appears to be relevant to 
complement Freeman’s approach with Clarkson’s (1995) demand to better 
differentiate between stakeholders taking on risks and stakeholders not doing 
so.
Confirmation of the existence and the need for consideration of institutional 
isomorphism in the broadband service market
It was found that strategic decisions framed by an understanding of the home 
market, rather than the target market, carry a high risk of failure in the 
broadband service market and confirm DiMaggio and Powell’s (1983) theory of 
institutional isomorphism. Moreover, elements of Meyer and Rowan’s (1991) 
theory on structural aspects of decoupling were identified in the cases analysed, 
whereas Siti-Nabiha and Scapens’ (2005) findings could not be confirmed for 
the broadband service market.
5.5.2 Implications for Practitioners in the Broadband Services Industry
The aim of this thesis was to broaden the understanding of existing and newly 
developing business models and cooperation approaches in the German 
market for broadband network services. It has focused on the role and impact of 
municipal electricity utilities (MEU) as ’lateral entrants’ in light of their increased 
expansion into telecommunications in recent years (Gillet, Lehr and Osorio, 
2006).
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Be aware of misperceptions when making strategic decisions
It stood to reason that energy supply companies could diversify into the 
adjacent telecommunications industry as a balancing strategy to secure 
financial stability due to uncertainty in their own industries. This paper has found 
concrete examples of this line of thinking at management level. It also shows 
that fundamental misperceptions accompany corresponding strategic decisions, 
of which the staff and management of MEUs entering the broadband services 
market should not only be aware, but also take corrective action against.
Acknowledge the broadband services market as a separate, independent 
market
MEUs entering the broadband services market should first of all recognise it for 
what it is: a separate and independent market, rather than a continuation of the 
infrastructural activities of their native energy supply markets. This has clear 
organisational implications: a separate organisational entity should be 
established to exclusively handle activities in the broadband services market in 
order to (1) achieve a cultural fit with the broadband services industry and (2) 
take on the essential role of a focal company coordinating all related activities 
across three value creation levels.
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Consider that focusing on one value creation level only is not sufficient
This leads almost automatically to a second major area of interest for actors in 
this field.
The value creation process of providing services to the broadband consumer 
market involves three distinct value creation levels. Each of those levels 
functions in a cooperative model between specialist companies in three distinct 
value networks (one on each value creation level). Though this does not mean 
that the focal company actively contributes an equal amount of tangible or 
intangible resources to each value network, it still requires a corresponding 
knowledge and understanding of each value creation level in order to 
coordinate and control the value networks across the value creation process. 
This links back to the potential tendency to understand entry to the broadband 
services market as a logical continuation of infrastructural activities in the native 
energy supply market. Such an misunderstanding would result in a focus on the 
infrastructural level only, which would be insufficient, given the need to control 
and coordinate all three value creation levels.
Strengthen innovation and competitive capabilities across the value creation 
structure
Market players need to be aware that the focal company plays the leading role 
in fostering an active involvement of and exchange between the various 
specialist companies cooperating in the value creation structure (not only within
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the individual value networks at each value creation level, but also across the 
value creation levels). This role fosters the -  otherwise lacking -innovation 
capabilities and competitive strengths of the value creation system. This paper 
consequently identified two potentially supporting elements:
• First, introduce a risk sharing scheme linking the profit margin of an 
individual network company to the market success of the joint value 
proposition being generated. If implemented, this could result in a higher 
degree of cooperation and innovation by spreading the overall market 
risk across more network companies.
• Second, avoid organisational behaviour that only cultivates dyadic 
relationships between the focal company and the various companies in 
the value creation structure.
Do not count on apparent synergies
The most surprising misperception arising in the course of this paper is related 
to synergies that initially appear obvious when deciding to transition to an 
adjacent infrastructure industry.
Expected synergies in infrastructure construction and sales activities as a result 
of shared costs and resources have not materialised. Market players should 
therefore not count on such potential synergy effects or include them in their 
calculations. Decisions should rather be made on the basis of factors inherent 
to the broadband services market. Business potential can be enhanced by
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making use of local market knowledge representing a strong competitive 
advantage, especially against competitors operating supra-regionally. In fact, 
local market knowledge and proximity to customers is in most cases practically 
intrinsic to MEUs, given their business history. This competitive asset will 
nonetheless develop its full strength only if a parallel customer involvement 
scheme is set up to account for relevant product portfolio demands. Indeed, 
pure infrastructure construction without a parallel delivery of distinctive 
communication services and applications demanded by consumers is unlikely to 
produce an often expected monopolistic situation.
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6 Reflexive and Developmental Assessment
When starting with this research it already appeared to be a common 
understanding that the well-established former business model of vertical 
integration -  that had been basis for telecommunication network operators over 
the last decades -  generally would split up into three distinct parts of value 
creation and business activity: infrastructure operation, network operation and 
service provision (FTTH Council Europe, 2011). Each of these three areas of 
value creation then would be covered by different market participants and as a 
consequence the overall investment would split up correspondingly. Given the 
fact that especially for the infrastructure part business similarities with the 
supply of energy (power, gas) were drawn, especially utility companies got 
addressed to step into that new field of business on the infrastructural level.
Vice versa an increasing number of utility companies themselves already had 
become attracted by that business perspective (FTTH Council Europe, 2011).
The participation of any MEU in the new broadband services market therefore 
first of all raised the question of what their individual business models were to 
look like. This consideration -  among others - consisted of variables, such as 
whether services like IPTV or Smart Metering should be produced ‘in-house’, 
purchased as a wholesale service from a third-party supplier or not be offered at 
all (i.e. left to external market entities). As a consequence the initial starting 
point for this thesis very much was to focus on an analysis of the different value 
creation schemes (in conjunction with business model approaches) and their 
relevance for MEU engaging on the German broadband service market. It 
therefore appeared to be most crucial to build an understanding under which
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value creation constellations MEUs finally could achieve sustainable business 
success. Consequently the research project initially appeared to require a 
strong focus to be set on aspects of business modelling only.
Still, already in the initial phase of the project it soon became obvious that 
conclusions with regard to the research target could seemingly be drawn from 
pure economic (business model) evaluations only. This risked answering a 
reduced question of ‘Make or Buy?’ with a likewise reduced -  even simplistic — 
‘just do it all’ reshaped business model. Rather it became clear that the 
assessment process of a business engagement of this kind required a much 
more holistic approach beyond pure economic standards of evaluation. 
Considering cultural, sociological and political aspects in tandem therefore 
appeared to be equally important, even more so as scope economies in the 
infrastructure segment required models of cooperation between different 
companies, rather than a sole-supplier environment.
It was at that time that the author of this paper became aware of the need to 
rethink about the initial research assumptions and to pause in his research 
endeavour to critically reflect the further proceeding. Meanwhile having 
recognised the limits of focusing on business model theory for analysis only 
therefore led to include both stakeholder and institutional theory as further 
theoretical background for the research analysis as well. This extension of the 
research orientation in that phase of the research project can be seen as the 
result of comprehensive reflexive considerations that according to Weber (2003, 
p. vi) are characterised by an understanding of “the assumptions, biases, and
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perspectives that underlie all components of our research and, in particular, the 
interrelationships among them”. By doing so the researcher first of all was able 
to build a deep understanding of the individual components of the research and 
by critically questioning the research theories and methods applied then was 
able to get back to the further research with an extension of the theoretical 
framework and the chance to obtain more comprehensive overall insights 
(Weber, 2003).
As a consequence now a much broader understanding of the challenges that 
companies newly developing into the broadband service market (such as 
municipal electricity utility companies) are faced with in their corresponding 
transformation processes was built. As those companies do not start ‘green 
field’ in that new market but carry an organization, processes and business 
networks affected by past market conditions, attention also had to be given to a 
structured transformation approach. This even more so as according to Hamel
(2002) companies in such radically changing environments in any case need to 
innovate their overall business concepts in order to get into or successfully stay 
in business. In order to even gain competitive advantage from innovation 
furthermore an integration of innovative activities even across organizational 
boundaries is needed (Dodgson, Gann and Salter, 2002). It is not least this 
upcoming demand for innovation that in reality quickly makes the rather 
straightforward claim to “simply” adapt to a new horizontally integrated business 
model a multi-dimensional transformation program also comprising sociological, 
cultural as well as political dimensions and aspects. This is especially true given 
the fact that the affected companies possess different established assets,
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resources and positions, and therefore often will struggle with ideas requiring a 
very different configuration of those (Chesbrough, 2006).
In the end, the overall research project evolved from a rather business model 
centric focus to involve aspects of institutional and stakeholder theory. This 
finally helped to prevent reducing the transformation process of MEUs engaging 
on the broadband service market to a focus on “simply” reshaping the business 
model of these companies. Rather, the overall findings finally indicate that a 
much more holistic approach - especially also considering aspects of culture, 
innovation and organisational structure -  is required. These holistic findings 
now jointly can culminate in a new business model framework for the 
broadband service market which can function as structuring tool for 
corresponding organisational development processes.
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7 Conclusion
Following the points and arguments made during the course of this paper, the 
well-established and widely-used business model of vertical integration no 
longer appears relevant to municipal electricity companies entering the German 
broadband services market today. The old model was divided into three aspects 
of value creation and business activity, namely, infrastructure operation, 
network operation and service provision. Given the existence of similarities 
between the telecommunications and energy supply sectors (especially 
regarding infrastructure), an opportunity exists for utility companies in particular 
to enter this new field of business. Indeed, an increasing number of utility 
companies have already become attracted to this new business potential.
These changes present a variety of difficulties to both the former ’top dog’ 
companies (such as equipment suppliers and network operators) and 
companies newly entering the broadband services market (such as municipal 
electricity utilities) in their respective transitions. Because these companies in 
most cases do not start ‘green field’ in that new market but carry an 
organisation, processes and business networks shaped by past market 
conditions, attention must be given to a structured and well-managed 
transformation approach. As Hamel (2002) states, companies in such radically 
changing environments as the telecommunications industry need to innovate 
their business concepts in order to start or successfully stay in business. Since 
the companies in question possess different established assets, resources and 
positions, they are likely to often struggle with ideas requiring a very different 
configuration of these (Chesbrough, 2006).
This paper has thus sought to finally develop a new and improved business 
model framework, which from now shall be named the BSM (Broadband 
Service Market) business model framework, to support the companies that have 
only recently entered, or plan to enter, the German broadband services market. 
Greater dependence on models of cooperation between various specialist 
companies means that the rules for success for these new entrants differ to 
those of incumbent operators operating in the telecommunications industry for 
decades. The BSM business model framework deliberately shall reflect the 
perspective of these new market entrants in the form of a focal firm acting as a 
model for their operations.
7.1 A Business Model Framework for the Broadband Services Market
Chapter 2 of this paper (Literature Review) identified the following four 
components of a business model:
• Value proposition,
• Resources and capabilities,
• Operations,
• External environment.
All business model frameworks covered in Chapter 2 comprised one or more of 
these four components. However, none of the framework covered all four 
components.
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Only Demil and Lecocq”s (2010) model of dynamic consistency (see Figure 6) 
and Conte’s (2008) framework for business value networks (see Figure 11) 
covered at least three of the four business model components:
• Value proposition is clearly identified in both models.
• Both models consider resources and competences as a building block on 
which both the value proposition and the internal and external 
organisation are built.
• Both models consider operational aspects, though not beyond the 
volume and structure of costs and revenues.
Elsewhere, Conte’s (2008) model considers aspects related to inter- 
organisational settings, which play a major role in successful business models 
in the broadband services market (especially in light of the characteristics of 
value creation structures). Most other business model frameworks appear to 
follow a static approach, in particular those models developed in the wider 
context of the broadband services market.
At this stage, it seems apparent that existing business model frameworks will 
have to evolve in order to address the specifics of the broadband services 
market adequately and be of direct use to market players to holistically analyse 
and manage their business scenarios. The frameworks of Conte (2008) and 
Demil and Lecocq (2010) may serve as an appropriate starting point, given their 
comparatively high degree of comprehensiveness.
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Adapting a preselected business model framework to the realities of the 
broadband services market requires determining which evolution aspects need 
to be considered. The following paragraphs will draw on the conclusions on the 
key characteristics of the broadband services market deduced in the preceding 
sections, and subject them to a series of evolution steps.
First, a relevant business model framework for MEUs in the German broadband 
services market must reflect the coordination role of a focal company across the 
value creation matrix. This focal company comprises resources brought to 
varying extents into the value creation structure. Since the business model 
framework is built from the point of view of the focal company, these resources 
are labelled as ’internal resources’. As such, the focal company influences the 
value propositions generated and the value structures organised at each value 
creation level.
The focal company as a central organisational entity is thus the first 
evolutionary element of an improved business model framework. Such a focal 
company also addresses the challenge of governance identified in Chapter 2.
Second, a relevant business model for the German broadband services markets 
must reflect how value creation structures are shaped by three distinct levels of 
value creation (infrastructure, network operation, and provision of applications 
and services). The value propositions on each of these levels are generated in 
specific value networks comprising specialist companies contributing their 
knowledge and expertise cooperatively. Therefore, an improved business model
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framework must reflect three separate value creation systems (VCS) 
coordinated by the focal company.
To generate a value proposition at the corresponding value creation level, each 
VCS uses the resources of their corresponding specialist companies and of the 
focal company. The resources of the VCS companies are labelled as ’external 
resources’, because they are external to the focal company from its perspective. 
Such an allocation of resources addresses the challenge of the commercial 
model identified in Chapter 2, which asserted that the value proposition of each 
organisation must fit into the overall value proposition in a complementary 
interworking of organisations. A linkage of the VCS’s organisational structure to 
the resources of the focal company means that this match must be enabled and 
coordinated by the focal company.
Third, a relevant business model framework for the German broadband services 
market must consider aspects of the external economic environment. An 
improved business model framework must therefore contain specific building 
blocks representing both the near and far economic environments. Considering 
that customer involvement and cultural fit are part of the external environment, it 
clearly impacts the business success of value creation structures in the 
broadband services market.
Given that the environmental situation can differ according to the value creation 
level (due to different market actors, value proposition demands or cultural 
conditions, among others), each VCS is linked to a separate building block
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representing a specific external economic environment. Inter-organisational 
dynamics are incorporated into the external environment by means of the 
’organisation of the VCS’ building block. This building block comprises the 
organisational structure of the VCS, but is only indirectly linked to the external 
environment block through a risk factor explained in more detail below.
Fourth, and most importantly, a relevant business model framework for the 
German broadband services market must consider Conte’s (2008) “profit 
model”. An improved business model framework must therefore include a risk 
factor building block intermediating between the organisation and value 
generation of a VCS on the one hand, and of the external environment on the 
other. The risk determined by the interaction of the above three evolution steps 
impacts the margin contribution of each VCS towards the overall margin. In 
other words, profitability is a function of how the coordination role of the focal 
company, the three levels of value creation and the external environment 
interact with one another. Organisational efficiency and the appeal of the value 
proposition to customers also play a part, along with other factors. Introducing 
this risk factor into the business model framework makes it possible to reflect 
the following previously mentioned key aspects influencing margin outcomes:
• Cultural Fit
The business model framework must consider the linkage between the 
external environment and the VCS. The degree of fit between them is 
reflected in the risk factor and impacts margin contributions.
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• Customer Involvement
Customer demand from the external environment and the value 
proposition determines the degree of risk of the value proposition. The 
higher the customer involvement, the better the value proposition can 
reflect customer demand and the lower the risk of a corresponding 
mismatch. In consequence, margin contributions can also vary.
• Efficient Coordination across three VCS
The overall margin is composed of the three margin contributions from the 
individual VCS. The better the coordination of the focal company regarding 
each single VCS, the higher each margin contribution and the higher the overall 
margin.
Taking the evolution steps outlined in Section 5.3.1 and matching them with the 
general findings of the literature review in Chapter 2, the aspects summarised in 
the preceding section become the basis for setting up a new business model 
framework for the broadband services market. The following figure depicts a 
new and improved business model framework for new entrants to the German 
Broadband Services Market (henceforth referred to as the BSM business model 
framework).
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Figure 23 -  Business Model Framework for the Broadband Services Market
The business model framework comprises three main areas, namely, the 
external environment, the focal firm and its internal resources, and value 
creation structures.
Beginning with the last and most complex area, there are three separate value 
creation structure blocks (VCS 1-3) with the same internal structure. These VCS 
blocks represent the value networks identified as relevant to the new entry of 
MEUs to the broadband services market. Joining the resources of the VCS 
companies to those of the focal firm generates a corresponding value 
proposition for each VCS, leading to a planned volume and structure of 
revenues. At the same time, the manner in which the VCS is organised and
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managed produces a certain volume and structure of planned costs. Taken 
together, these two blocks determine the planned margin per value creation 
level, typically reflected in the business cases of MEUs entering the broadband 
services market. The risk factor directly influences the planned margin and 
therefore determines the real final margin contribution. This risk factor is 
affected by the efficiency of the VCS organisation, the marketability of the 
product portfolio, and external factors. The planned margins, along with the 
corresponding risk factors at each value creation level, thus determine the 
overall margin feeding the focal company.
The VCS block area is a rudimentary reflection of one of the most recent 
theoretical streams on collaborative value creation: platform thinking (cf. 
Schmid, 2010; Cusumano, 2010b). The general idea behind the industry 
platform is for a core technology to enable an ecosystem of complementor 
technologies to integrate into the platform and generate customer value. Now, 
the infrastructure provided by VCS 1 may be seen as an industry platform, 
given that it allows for the integration of a broader variety of application and 
services through the complementary value propositions of VCS 2 and VCS 3. 
This does not mean that there is no coordination function within such a value 
creation structure. Cusumano (2010a) speaks of a company within the value 
creation structure that takes on a “platform leadership” role providing direction, 
facilitation and coordination to support complementary innovation. In the BSM 
business model framework, this role is played by the focal firm and its internal 
resources (both tangible and intangible), which it provides to the single VCS in 
order to contribute to the value propositions on the different value creation
253
levels. Yet it also impacts the manner in which the single VCS are structured 
organisationally, thereby taking on Cusumano’s (2010a) “platform leader” role.
Last but not least, the building blocks representing the external environment aim 
to capture all relevant sociological, technological, economic and political 
developments in the near and far environments of the broadband services 
market influencing the activities within the market. Agility is a major feature 
here, as it shapes the manner in which organisations entering the broadband 
services market respond to changes in their external environment (be it in the 
near or far environment). It is thus crucial to keep track of environmental 
changes so as to respond with the necessary agility. This is reflected in the 
linkage of the external environment blocks to the VCS blocks, which indicates 
that both the near and far environments influence the overall VCS scheme. Of 
course, the environmental structure may differ from VCS to VCS, and so three 
external environment blocks have been introduced.
7.1.1 Recommendations for Application of the BSM framework
It must be clearly stated from the outset that the BSM business model 
framework is a structuring tool designed to map business reality to the greatest 
extent possible. It is not a ’recipe book explaining down to the smallest detail 
the measures to be taken in order to achieve certain success in the German 
broadband market. Rather, the framework seeks to illuminate those areas of 
relevance that have been found to be crucial for sustainable business success 
in the German broadband market. By paying attention to these areas of
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relevance, new market players in the broadband services market should be in a 
better position to avoid or remove substantial obstacles to business success. 
From an application point of view, the building blocks of the external 
environment play a major role, since trends and developments in the external 
environment influence the operation and outcome of each value creation level.
A proper environmental analysis is thus recommended for each value creation 
level, clearly showing the impact of individual environmental factors on the 
value proposition of the value creation system and on organisational aspects. 
This analysis should comprise all relevant sociological, technological, economic 
and political trends. The PESTEL analysis model of Kjil, Bouwman, Haaker and 
Faber (2005) is suitable to this task. Particular attention should be given to 
customer demand and cultural aspects, which have been identified as having a 
major influence on individual value creation structures.
Regarding the three VCS blocks, the choice of which value proposition to target 
should be based on an analysis of the combined internal resources (of the focal 
company) and external resources (of the specialist companies). Alongside the 
efficient organisation of these activities, this will result in a planned margin per 
value creation level. A comparison of the previously defined environmental 
factors with the above value creation scheme should give an indication of the 
risk of not achieving the planned margins. For instance, if the environmental 
analysis shows that due to certain regulations, not all parts of the planned value 
propositions will be marketable, the risk factor will go up and the corresponding 
margin will come down. The risk factor is therefore one of the most important 
corrective factors of the focal company.
The building block of the focal firm first of all helps to understand the influence it 
has on other building blocks. These are the focal company’s set screws, which 
it should use to align both the environmental factors with the VCS and the VCS 
internally. Most importantly, the focal firm must operate across all three value 
creation levels in order to be sustainably successful.
7.2 Research Limitations and Further Research
A major aim of this paper has been to explore business models of MEUs as 
lateral entrants to the German broadband service market. The reason for this 
was that no adequately structured framework or theory existed for that sector at 
the time of starting the research project. It thus sought to enhance existing 
theoretical models and identify relevant aspects in a structured manner. This 
was done by focusing extensively on one industry and analysing a selected 
number of cases.
As a consequence, it must be noted that the results of this paper can be 
generalised only to a limited extent, especially when considering infrastructure 
industries beyond the broadband services sector. The relevance of this paper’s 
findings for broadband service industries outside of Germany also need to be 
verified. These limitations can serve as the basis of further research and may 
be addressed by a second, more deductive study conducted across a broader 
sample comprising other industries.
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In addition, the results of this paper’s two case studies represent a snapshot of 
the respective value creation systems. Subsequent changes in the external 
environment (e.g. in the regulatory framework of the telecommunications or 
energy supply sectors) may evidently influence the manner in which value 
creation structures successfully generate value in the broadband services 
market. Provided that such changes do not put entire structural blocks and their 
interrelationships into question, this paper’s business model framework should 
be able to account for such developments. Nonetheless, the business model 
framework is limited in respect of profound environmental changes requiring 
corresponding changes in the basic structural set-up.
Lastly, the two case studies represented new entries to the German broadband 
services market (compared to long-standing incumbent telecommunications 
service providers). This choice was made in the context of the large number of 
German MEUs entering the broadband services market). The findings of this 
paper may thus not be as relevant to different market entrants motivated by 
other factors. The author is nonetheless of the opinion that this is unlikely to be 
the case, as the industry specifics considered by this paper are relevant to most 
market actors. The premise and conclusions of this study should therefore not 
differ widely in relation to the native industries of new market entrants. 
Nonetheless, further research in the broadband services industry may be 
enriched by considering market entrants from industries other than the energy 
supply industry.
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8 Reflective Diary
In order to better understand my main motivation for starting this DBA program, 
we have to go back to when I decided to enrol. I was already frustrated at 
simply being in a ‘mode of operations’. Every day, you handle all the activities 
and meet all the challenges which the stakeholders around you (be it 
customers, staff, suppliers or management) understandably expect of you. And 
based on the feedback of these stakeholders, you might even address all of 
those expectations very successfully and be correspondingly affirmed or even 
promoted. Yet one day, you realise that you are only operating on the surface to 
keep all those things going, to keep on satisfying all of these stakeholders and 
to get the next (hopefully bigger) contract. This ends up feeling as though you 
are engaged in a never-ending juggling act.
As a consequence, after a successful international sales and management 
career, I decided to leave the company I was at (an international 
telecommunications equipment supplier) and start my own small business 
consultancy together with an associate. This greatly helped me to focus more 
on specific topics and to dedicate more of my time and resources to various 
consultancy projects in order to refine my analysis skills and provide better 
advice to my clients. On a less savoury note, I also got to taste many ‘half- 
baked’ consultancy concepts and poorly researched studies marketed and sold 
as ground-breaking, state-of-the-art academic work.
The main motivation for me to start the DBA program was therefore a general 
disillusionment and dissatisfaction with current business practices. I intended to
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work more in-depth and therefore took the decision to try to build myself a sort 
of ‘oasis’ in which I could compensate for the shallowness in parts of the 
management sector. A DBA seemed to offer the opportunity of beating an 
alternative path of depth and rigour in a specific area of research. Moreover, I 
was drawn by the thought of perhaps entering academia sometime in the future.
The reason why I eventually chose to follow a DBA programme was related to 
my absolutely positive experience during the MBA programme at the Open 
University some years back. In the course of that programme, I got to see and 
understand the advantages of the Anglo-American system in comparison to the 
German university system for the first time.
Both the MBA and DBA program have a much stronger international orientation 
than German programmes. As a consequence, they put you in touch with a 
much broader variety of people from different countries, cultures and attitudes. I 
have personally felt enriched by both programmes.
Moreover, both the MBA and the DBA promote an extensive exchange between 
theory and practice, helping to ensure that academia does not become an ‘art 
unto itself, as is often the case with the German system. The research 
outcomes are of practical relevance, and business life and operations are 
influenced and infused by the latest research knowledge. The latter in particular 
contributes to disciplining management to apply a higher degree of rigour in 
management thinking and acting. This exchange is of unquestionable mutual 
benefit to both parties.
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Lastly, the German university system pushes individuals to choose either an 
academic or professional path in life. As a consequence, there is no room for 
people like me who want to combine both (i.e. keeping your job and pursuing 
academic aspirations at the same time). This ‘either... o’ mentality is a pity, as it 
separates two worlds that could actually benefit from more overlap. In Germany, 
it is hard, if not impossible, to change systems.
Having presented my motivations for doing the DBA, it may be appropriate to 
have a closer look at the key takeaways I have obtained in the course of the 
programme.
Given that this was my first qualitative study on a ‘real’ academic level, one of 
the most important takeaways is related to the research implementation.
Though I have already worked through these methodological aspects on 
several occasions, and in theory know what characterises a qualitative study 
approach, this programme for the first time helped me to understand the 
importance of academic rigour in qualitative research. In the course of the 25 in- 
depth interviews, I knew that given my subject matter expertise, I could 
subjectively interpret the answers collected. I thus had to consciously remind 
myself not to follow my internal voice with regard to interview direction (even 
though I was tempted to), but to closely stick to the interview guidelines in order 
to obtain objective and comparable data. As a consequence, for me the most 
enriching experience was to experience the huge responsibility a researcher 
bears when performing qualitative analysis. I can decisively say that the actual 
experience is far more convincing than the textbook description! I can now
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really say that I have a feeling for interpretative actions and bias and the need 
for a responsible handling of data collection and interpretation in qualitative 
studies.
My second key takeaway is related to academic method in general. I have seen 
and experienced how academic work requires periods during which you really 
need to be off, just focusing on your research and nothing else. When I started 
the DBA, I planned to take time during a working day (or even one specific day 
in a week) to work on the thesis. This approach never really worked. I have 
since understood why: research is not just about working on another project. 
Rather, it means deliberately putting time aside to let your mind switch off all the 
other thoughts hindering you from getting grounded in your research topic. 
Consequently, I got to understand that one cannot really work simultaneously 
on an academic project and operational day-to-day business. Now also 
sabbatical terms make sense to me.
Overall, I dedicated a lot of time, money and passion to this paper and can say 
that I certainly did not enjoy every part of it to the same extent. I nonetheless 
cherish the overall experience, as the DBA indeed became the desired ‘oasis’ 
for me. Moreover, I am now convinced that the ‘academic working mode’ really 
suits me and my personality and that I would like to look for further professional 
options in that area.
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12 Annexes
12.1 Cover Letter for Interview Settlements
Sehr geehrte Damen und Herren,
für eine empirische Untersuchung im Rahmen meiner Promotion an der 
Business School der University of Surrey (England) môchte ich mich gerne mit 
einer Interviewanfrage an Sie wenden.
In meiner Forschungsarbeit untersuche ich Geschàftsmodelltheorien und damit 
verbundene Geschâftsmodellansàtze vor dem Hintergrund sich wandelnder 
Wertschôpfungsszenarien. Der Schwerpunkt meines Intéresses liegt dabei auf 
der Frage nach dem Einfluss, den die Etablierung von sogenannten 
Wertschôpfungsnetzwerken (,,Value Networks") auf den Erstellungsprozess von 
Produkten und Dienstleistungen und letztlich auf damit einhergehende 
Geschâftsmodellansàtze nimmt.
Solchen Wertschôpfungsnetzwerken wird gerade im Bereich der IT- und 
Telekommunikationsindustrie mit Blick auf die neuesten Entwicklungen 
innerhalb dieser Branche eine immer bedeutendere Rolle zugedacht. Aus 
diesem Grund habe ich die Telekommunikationsbranche als Referenzindustrie 
für meine Interviews ausgewahlt. Hierbei sollen Vertreter unterschiedlicher 
Unternehmen aus Wertschôpfungsnetzwerken befragt werden. Letztere 
umfassen idealerweise Unternehmen aus den Bereichen Energieversorgung, 
Netzplanung, Telekommunikationsnetzbetrieb sowie 
Telekommunikationsdienste.
Es würde mich daher sehr freuen, wenn Sie sich für ein ca. 60-minütiges 
Interview zur Verfügung stellen würden. Das Interview wird als offenes Interview
gestaltet sein, also keinem vorgegebenen Fragenkomplex folgen. Auf diese 
Weise kônnen ggf. einzelne Aspekte im Gespràch direkt weitergehend vertieft 
werden. Als Basis für das Interview dient eine Themenstruktur. Eine Liste mit 
entsprechenden Schlagwôrtern stelle ich Ihnen gerne auf Wunsch rechtzeitig 
vor dem Interviewtermin zur Verfügung.
Es ist beabsichtigt, das Interview aufzunehmen, urn sicherzustellen, dass keine 
für meine Arbeit zentralen Informationen bzw. Aussagen Ihrerseits verloren 
gehen kônnen. Ich versichere selbstverstandlich, dass die in dieser Form 
gewonnenen Oaten von mir ausschlie&lich für meine Forschungsarbeit 
verwendet, sie nicht an Dritte weitergegeben und Auszüge (sollten diese in der 
Promotionsarbeit Verwendung finden) nur anonymisiert zitiert werden. Falls Sie 
trotz dieses von mir gewahrleisteten vertraulichen Umgangs mit den 
aufgezeichneten Oaten keine Aufzeichnung wünschen, so lassen Sie mich dies 
einfach kurz vor Beginn des Interviews wissen. Ich werde für diesen Fall 
lediglich handschriftliche Notizen machen.
Zur Abstimmung bzgl. einer Interview-Teilnahme und einer entsprechenden 
Terminabstimmung wird Fr. Sabrina Walter innerhalb der nachsten zwei 
Wochen noch einmal auf Sie zukommen. Sollten Sie zwischenzeitlich noch 
Fragen haben, kônnen Sie sich selbstverstandlich gerne noch einmal an mich 
wenden.
Für Ihre freundliche Unterstützung môchte ich mich bereits an dieser Stelle bei 
Ihnen bedanken.
Mit freundlichen Grü&en 
Marc Ullrich
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12.2 Interview Questionnaire
1. Einführung
1.1. Bitte stellen Sie sich kurz vor und 
nennen Sie Ihren Namen, Ihr Alter 
und Ihre Funktion im Unternehmen.
1.2. Bitte stellen Sie kurz Ihr
Unternehmen vor und stellen Sie 
insbesondere dar, welche Produkte 
bzw. Dienstleistungen Ihr 
Unternehmen erstellt.
1.3. Wie fügt sich der Bereich 
„Telekommunikation" in Ihre 
Gesamtorganisation ein und welche 
Bedeutung hat er für Ihr 
Unternehmen?
2. Allgemeiner Teil
2.1. Welche
Organisationsteile/Unternehmen 
sind in die Erstellung des von der 
Netcom Kassel vermarkteten 
Produkt- und 
Dienstleistungsportfolios 
eingebunden?
2.2. Wie hat sich die diese
Organisationsstruktur zur Erstellung 
des bestehenden Produkt- bzw. 
Dienstleistungsangebots entwickelt 
bzw. wie ist sie entstanden?
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2.3. Was genau für ein Produkt- bzw. 
Dienstleistungsangebot wird im 
Rahmen der genannten 
Organisationskonstellation für die 
Zielkunden erstellt?
2.4. Was ist der USP dieses Angebots für 
den Zielkunden und wie wird er 
vermarktet?
2.5. In welcher Form und in welchem 
Umfang hat sich Ihr Unternehmen 
dabei in das derzeit bestehende 
Produkt- und 
Dienstleistungsangebot 
eingebracht?
2.6. Was waren die grôRten
Herausforderungen auf dem Weg zu 
einer derart gemeinschaftlichen 
Erstellung eines Produkt- bzw. 
Dienstleistungsangebots?
2.7. Als wie erfolgreich schatzen Sie das 
im Rahmen der
Organisationskonstellation erstellte 
Produkt- und
Dienstleistungsangebot ein?
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2.8. Welche zukünftigen
Produktentwicklungen sind geplant 
bzw. notwendig? Wie genau werden 
die damit verbundenen 
Produktmerkmale (insbesondere 
über die Organisationskonstellation 
hinweg) festgelegt?
2.9. Wie wird der Marktbedarf für 
zukünftige Produktentwicklungen 
ermittelt?
3. Spezifischer Teil
^Governance"
3.1. Wie wird die
Organisationskonstellation 
gesteuert (u. a.
Abstimmungen/Festlegungen im 
Hinblick auf die 
Wertschôpfungserstellung)?
3.2. Welche Rolle kommt Ihrem
Unternehmen im Rahmen dieser 
Konstellation dabei zu?
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3.3. Wie gestalten sich die Prozesse der 
Zusammenarbeit?
„Revenue & Margin Share"
3.4. Welches Konzept zur Aufteilung von 
Umsatzen/Margen auf die einzelnen 
Netzwerkunternehmen wurde 
verhandelt und etabliert?
3.5. Welches Konzept zur 
Risikoverteilung besteht?
„Co-lnnovation"
3.6. Inwieweit wurden und werden 
Endkunden in die Erstellung des 
Produkt- und 
Dienstleistungsangebots 
eingebunden?
3.7. Welche Kundengruppen werden mit 
dem gemeinschaftlich erstellen 
Produkt- und
Dienstleistungsportfolio genau 
adressiert (Bestandskunden von 
Wettbewerbern/Neukunden im 
Sinne von /;Non-Consumers")?
^Resources &
Capabilities"/Complementarity
3.8. Wie genau würden Sie die
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Kernkompetenz Ihres
Unternehmens/Organisationsteils
beschreiben?
3.9. Inwieweit ist der Erfolg des
gemeinschaftlich erstellten Produkt- 
und Dienstleistungsangebot von 
den von Ihrem
Unternehmen/Organisationsteil 
(komplementar) eingebrachten 
Ressourcen, Erfahrungen und 
Fertigkeiten bzw. der anderer 
Netzwerkunternehmen abhangig?
3.10. Welche Synergien werden im 
Rahmen der
Organisationkonstellation 
ausgeschôpft, die einen 
maRgeblichen Beitrag zum Erfolg 
des Produkt- und 
Dienstleistungsportfolios leisten?
3.11. Bitte erlautern Sie, welche 
Bedeutung das Zusammenspiel 
zwischen den beiden 
Geschaftsbereichen „Energie,z und 
„Telekommunikation" hat 
(insbesondere im Hinblick auf 
Produkte und Vermarktung)?
„Outlook"
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3.12. Wie wird sich die
Netzwerkkonstellation zukünftig 
entwickeln? Wird es 
Anpassungen/Veranderungen 
geben?
4. Abschluss
4.1. Gibt es weitere Aspekte, die bislang 
unerwahnt blieben, die Sie aber 
gerne noch anbringen mochten?
293
12.3 Codebook
C o d e - I D
18
P o s i t i o n  M a i n  C o d e
22
C o d e
S o c i o - P o l i t i c a l  E n v i r o n m e n t
19 23 Socio -P o litica l E nv iro n m e n t R egu la tions
20 24 Socio -P o litica l E nv iro n m e n t P olitics
21 25 S ocio -P o litica l E nv iro n m e n t D e m og ra p h ic  D e ve lo p m e n t
45 44 C o m p e t i t i v e  A d v a n t a g e
64 45 C o m p e tit ive  A d va n ta g e T ru s t &  Loya lty
62 46 C o m p e tit ive  A d va n ta g e Local K now ledge
46 47 C o m p e tit iv e  A d va n ta g e In n o va tio n
47 48 C o m p e tit iv e  A d va n ta g e U n igue  Se lling  Point
48 49 C o m p e tit ive  A d va n ta g e Success
49 50 C o m p e tit iv e  A d va n ta g e C u s to m e r S a tis fac tion
50 51 C o m p e tit iv e  A d va n ta g e C om pe titio n
37 58 S t r a t e g y
38 59 S tra te g y Sa les S tra te g y
39 60 S tra te gy M arke tin g  S tra te g y
40 61 S tra te g y M arke t D em and
: 41 62 S tra te g y S tra te g ic  A p p ro ach
! 42 63 S tra te g y S tra te g y  Im p le m e n ta tio n
43 64 S tra te g y P ro fit O rien ta tio n
44 65 S tra te g y V is ion  and G oals
14 18 P o w e r  S t r u c t u r e
15 19 Power S tru c tu re M onopo ly
16 20 Power S tru c tu re P ow er re la tio n sh ip s
17 21 Power S tru c tu re G overnance
51 52 E f f i c i e n c y
52 53 E ffic iency S yne rg ies
53 54 E ffic iency M ake -O r-B u y
54 55 e ffic ie n cy Econom ies o f  Sca le
55 56 E ffic iency C o s t S tru c tu re
56 57 Effic iency R isk  Sharing
23 26 R e s o u r c e s
r  29 27 Resources Techno log ica l K now -H ow
27 28 Resources C o re  C o m pe te n cy
24 29 Resources In te rn a l Resources
25 30 Resources E x te rn a l R esources
26 31 R esources M arke t K now ledge
28 32 R esources Lack o f C om oeten ices
30 33 R esources R essource D is tr ib u tion
31 34 R esources O rgan iza tiona l S tru c tu re
32 35 Resources O rgan iza tiona l D e ve lo p m e n t
33 36 Resources F le x ib ility
34 37 Resources C o v e ra g e /C u s to m e r Reach
35 38 Resources M otiva tion  &  E nthusiasm
36 39 Resources V a lu e  Chain
2 3 N e t w o r k  S t r u c t u r e
66 4 N e tw o rk  S truc tu re Personal R e la tionsh ip
7 5 N e tw o rk  S tru c tu re N e tw o rk  D e ve lo p m e n t
65 6 N e tw o rk  S tru c tu re C o n tra c ts
63 7 N e tw o rk  S tru c tu re O penness
3 8 N e tw o rk  S tru c tu re P a rtne rsh ip
4 9 N e tw o rk  S tru c tu re C u s to m e r In v o lv e m e n t
5 10 N e tw o rk  S truc tu re C u s to m e r R e la tionsh ip
6 11 N e tw o rk  S tru c tu re Nodal Firm
8 12 N e tw o rk  S truc tu re C oope ra tion
9 13 N e tw o rk  S tru c tu re M ed ia to r
10 14 N e tw o rk  S tru c tu re T ru s t
11 15 N e tw o rk  S truc tu re Processes
12 16 N e tw o rk  S tru c tu re C om m u n ica tio n
13 17 N e tw o rk  S truc tu re D ependency
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